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LIMITED AIR CARRIER CERTIFICATES
TUESDAY, JUN E 20, 1961

H ouse of R epresentatives,
Subcommittee on T ransportation and A eronautics

of ti ie  Committee  on I nterstate and F oreign Commerce,
Washington, D.G.

The subcommittee met at 10 a.m., pu rsua nt to call, in room 1334, 
New House Office Building, Hon. John Bell Williams (chairman of 
the subcommittee) presiding.

Air. W illiams. The committee will be in order, please.
The Subcommittee on T rans portation and Aeronautics is meeting 

this morning for hearings on three  bills wdiich would authorize the 
Civil Aeronautics Board to issue limited certificates of public con­
venience and necessity to the supplementa l carriers.

We have for consideration H.R. 7318, which I  have introduced at 
the request of  the Civil Aeronaut ics Board, H.R. 7512, introduced by 
our colleague on the committee, Mr. Moulder, and H.R. 7679, intro­
duced by our colleague on the subcommittee, Mr. Collier.

H.R. 7318 is simi lar to  H.R. 7593 of the 86th Congress, on which we 
held hear ings a year ago in May. Aft er conclusion of these hearings, 
the subcommittee decided tha t, due to  the lateness of the session, we 
did not have time to give adequate consideration to permanent  legis­
lation on this important problem. As a result, compromise legislation 
was enacted giving the Board  authority to continue supplemental air 
carr ier operations until  March 14, 1962.

At this  point in the record, we will include the copies of th e three 
bills under consideration along with agency reports.

(The bills and repor ts re ferre d to follo w:)
[H. R. 7318, 87 th  Cong., 1s t sess .]

A BI LL  To amend  the Fe de ra l Av ia tio n Act  of 1958, as amended , to pro vid e fo r a cla ss 
of supp leme ntal a ir  ca rr ie rs , and fo r othe r pur pos es

Be it enacted by the Senate and House of Representat ives of the United 
States  of America in Congress assembled, That  section 101 of the Federal Avia­
tion Act of August 23,1958, as amended, is amended by redesignating paragraphs 
(32) and (33) as (34) and (35), respectively, and inserting therein  two new 
paragraphs to read  as follows:

“(32) ‘Supplemental air  car rier ’ means an air  carr ier holding a certificate 
of public convenience and necessity author izing it to engage in supplemental air 
transportation.

“ (33) ‘Supplemental air  tran sportat ion’ means air  transporta tion rendered 
pursuant to a certificate of public convenience and necessity which contains such 
limitat ions as to frequency of service, size or type of equipment, or otherwise, 
as will assure  that  the  service so authorized remains supplemental to the service 
authorized by certificates of public convenience and necessity issued pursuant to 
sections 401(d) (1) and (2) of this Act.”
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2 LIMITED  AIR CAR RIER  CE RT IFI CA TES

Sec. 2. Section 401 of the Federal  Aviation Act is amended by adding to sub­section (d) thereof a new paragraph  (3) to read :
“ (3) (i ) In the case of an application for a certificate to engage in air  tra ns ­portation  as a supplemental air  carrier, the Board may issue a certificate author izing the whole or any pa rt thereof for such periods as may be required by the public convenience and necessity, if it finds tha t the applicant is fit, willing, and able properly to perform the service of a  supplemental air carr ier and to conform to the provisions of this Act and the rules, regulations, and requirements of the Board hereunder. In determining whether an applicant for such a certificate is fit, willing, and able within the meaning of this para­graph the Board shall give consideration to the conditions peculiar to supple­mental air  transpor tation,  including the nature of the  public need found to exis t and the extent of the obligation imposed on an air  c arrier engaging in such air  transportation  to provide the service authorized by the  certificate. Any certifi­cate issued pursuant to this paragraph shall contain such limitations as the Board shall find necessary to assure  tha t the service rendered pursuant thereto will be limited to supplemental air  transportation  as defined in this Act.“ (ii) If any applicant who makes application for a certificate for supple­mental air  transportat ion within  thir ty days a fte r the date of enactment  of this paragraph shall show—

“ (A) tha t it, or its predecessor in interest, was an air  carr ier authorized to furnish service between places within the United States either by a certificate of public convenience and necessity issued by the Civil Aero­nautics Board pursuan t to order E-13436, adopted Janua ry 28,1959, or order E-14196, adopted July 8, 1959, or tha t it or its predecessor has received interim operating authority  from the Board pursuant  to section 1(2) of Public Law 86-661 of July 14.1960, 74 Stat.  527;
“(B) tha t between the effective date of the certif icate or interim operating authority and the date of enactment hereof, the applicant or his predecessor in interest lawfully performed either (1) any portion of the service auth or­ized by the certificate or in terim operating authority, or (2) any operations for the Military Establishment of the United States authorized by the Board ; and
“(C) tha t such certificate or interim operating authority  had not been revoked or otherwise terminated  by the Board or had not otherwise expired prior to the  enactment of this paragraph, and is held by the original grantee or has been trans ferred with Board approval pursuant  to section 401(h) : Provided, That  application  under this paragraph may also be made by a person who on the date  of enactment  hereof had on file an application to the Board for the approval  of tran sfer to him of a certificate for supple­mental air  transpor tatio n or interim operating authori ty, in which case the Board shall issue a certificate hereunder i f i t approves the t rans fer pursuant to section 401 (h ) of this Ac t;

the Board, upon proof of such facts  only, shall issue a certificate authorizing such applicant to engage in supplemental air transportation  to the same extent authorized in the applicant’s certif icate or interim autho rity and subject to the terms, conditions, and limita tions attached thereto for such period as the Board deems proper: Provided, That this period shall not extend beyond the effective date  of an order of the Board denying renewal of the certificate or interim operating authority  in a renewal proceeding pending at the time of enactment hereof.”
Sec. 3. Subsection (e) of section 401 of the Federal Aviation Act is amended by adding the following t ex t: “A certificate issued under this section to engage in supplemental air  tr ansportat ion shall designate the terminal and inte rmediate points only insofar as the Board shall deem practicable and may designate only the geographical area  or areas within which service may be rendered. Nothing in this subsection shall prevent the Board in specifying the service to be ren­dered under a certificate for supplemental air  transportat ion from placing such limitations  on such certificate as it may find to be necessary to assure tha t the services are limited to supplemental air  transp ortatio n: Provided, That  the Board may not impose such limitat ions upon certificates issued pursuant  to para­graphs  (1) and (2) of subsection ( d) .”
Seo. 4. (a) Any a ir car rier  entitled to certification under section 401(d)(3) (ii) of the Federa l Aviation Act, as amended herein, may perform operations
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under its existing authority  for thir ty days from the date of enactment of this 
Act, and if i t has filed application pursuant  to said section 401(d) (3) (ii)  within 
said thir ty days, until  the Board has acted upon such application. Any air  
carr ier whose application for certification as a supplemental air  c arri er is pend­
ing before the Board and which (A) has operated in inte rsta te air  transporta­
tion as a supplemental air  car rier  pursuant  to authority granted  under Board 
order E-9744 of November 15, 1955, and (B) had an application for a cert ificate 
as a supplemental air  car rier  pending before the Board on July 14, 1900, may 
continue to operate in inte rsta te ai r transporta tion under its existing authority  
unti l the effective date of an order of the Board disposing of such application. 
Any car rier  whose operating  authority  in inte rsta te air  transporta tion under 
Board order E-9744 is continuing solely by virtue  of a judicial stay of a Board 
order, insofar as such order would otherwise terminate such operating authori ty, 
is hereby authorized to continue to operate, subject to all conditions and limita ­
tions contained in order B-9744 or imposed by the court, until  the court shall 
lift  such stay or until the final disposition of judicial review proceeding, which­
ever shal l first occur.

(b) The provisions of this Act shall in no way affect any enforcement or 
compliance proceding or action against the holder of a certificate of public con­
venience and necessity issued pursuant to order E-13436 or order E-14196 or 
against the holder of in terim authority  issued under section 1(1)  of Public Law 
86-661 landing before the Board on the  date of enactment of Public Law 86-661 
or this Act, or the power of the Board to inst itute  any enforcement or compli­
ance action against such holder subsequent to the date  of enactment of this Act 
with  respect to violations of the Federal Aviation Act or provisions of the cer­
tificate or interim authority or the Board’s regulations which may have occurred 
prior  to such date. Any sanction which the Board might lawfully have imposed 
on the  operating  authority  of an air  car rier  for violations occurring p rior to the 
issuance to such carr ier of a certificate  of public convenience and necessity for 
supplemental air transporta tion under  paragraph (3) (i) or (ii) of section 
401(d) of the Federal Aviation Act as amended by this Act may be imposed upon 
a certificate issued to such a ir carri er under such paragraph.

(c) Any appl ication of an air  car rier  heretofore consolidated into the Board 
proceeding known as the Large Irregu lar Air Car rier  Investigation,  Docket 
Numbered 5132 et al., shall be deemed to have been finally disposed of by the 
Board insofar as said application seeks authority  to engage in inte rsta te air 
transportation , (1) upon the effective date of a certificate of public convenience 
and necessity issued to such car rier  pursuant  to the provisions of section 401
(d) (3) (i) or (ii) of the Federa l Aviation Act; (2) upon the effective date of 
an order of the  Board denying any application  of such ca rrie r for a certificate of 
public convenience and necessity under section 401(d) (3) (i) or (ii) ; or (3) in 
the event such car rier  was issued authority by order E-13436 or E-14196 or 
interim  authority  under Public Law 86-661 and fails to file application for a 
certificate pursuant  to said section, on the thirty -first  day after the date of 
enactment of this Act.

[H.R. 7512, 87tli Cong., 1st sess.]
A BILL  To amend the  Fede ral Aviation Act of 1958, as amended, to provide for a class 

of supplemental air  carrie rs, and  f or other purposes

Be it enacted by the Senate and, House of Representa tives of the United States 
of America in Congress assembled. That section 101 of the Federal Aviation Act 
of August 23, 1958, as amended, is amended by redesignating parag raphs  (32) 
and (33) as (34) and (35) respectively, and inserting therein  two new para­
graphs to read as follow s:

“ (32) ‘Supplemental ai r carrier’ means an air  c arri er holding a  certificate of 
public convenience and necessity author izing it to engage in supplemental air 
transportat ion.

“ (33) ‘Supplemental air  tran sportat ion’ means air  transportation  rendered 
pursuant  to a certificate of public convenience and necessity which limits the 
holder to performance of (1) unlimited cha rter  operations on a planeload basis 
for Hie carriage of passengers and property in inters tate, oversea, and terr itor ial 
air  transportation, with the  word ‘cha rter ’ herein being defined as air  transporta ­
tion performed pursuant  to an agreement for the use of the enti re capacity of
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an airc raft , (2) individually ticketed passenger or individually waybilled cargo operations in the frequency of one hundred and ninety-two flights per year in the same direction between any single pair of points in any calendar year, in inter­state , oversea, and terri torial air  transportation, and (3) supplemental air car ­riers shall have the right of fi rst refusal in the operation of a ll c har ter trips in interstate , oversea, and foreign air transportation. The Board shall imple­ment this section by appropriate regulations.”
Sec. 2. Section 401 of the Federal Aviation Act is amended by adding to subsection (d) thereof a new paragraph (3) to read:“ (3 )( i)  In the case of an application for a certificate to engage in air transporta tion as a supplemental a ir carrier, the Board may issue a temporary or permanent certificate authorizing the whole or any p art  thereof if  it  finds that  the applicant is fit, willing, and able properly to peform supplemental air  t rans­portation as defined herein, and to conform to the provisions of th is Act and the rules, regulations, and requirements of the Board hereunder and if the Board finds after public hearing tha t such certificate is required by the public con­venience and necessity.
“ (ii) If any applicant who makes application for a certificate for supple­mental air  transportat ion within one hundred and twenty days after the date of enactment  of this paragraph shall show (A) that, on such date i t or its predeces­sor in interes t, was an air carr ier furnishing services between places with in the United States  authorized by a certificate of public convenience and necessity issued by the Civil Aeronautics Board pursu ant to order E-13436, adopted January 28, 1959, or order E-14196, adopted Ju ly 8, 1959, to rende r such service, and tha t any portion of such service fo r any class of traffic was performed p ur­suant  to such certificate during such period and (B) that , such certificate had not been revoked or otherwise term inated  by the Board prior to the enactment of this paragraph, the Board, upon proof of such facts only, shall issue a certificate or certificates of indefinite duration authorizing such applicant to engage in supplemental air transportation, as defined herein.”Sec. 3. Subsection (e) of section 401 of the Federal  Aviation Act is amended by adding the following t ex t: “A certificate issued under this section to engage in supplemental air  transporta tion shall  designate the termina l and intermediate points only insofar as the Board shall deem practicable and may designate only the geographical area or a reas  within which service may be rendered. Nothing in this subsection shall  prevent the Board from placing such l imitations on such certificates as it may find to be necessary to assure that the services ar e limited to supplemental air transpor tatio n as defined herein.”Sec. 4. (a)  Any air  car rier  presently operating in inte rsta te air  transporta­tion as a “supplemental air  carr ier” pursuant to author ity received under order  of the Board whose application for  certification as a supplemental air  carrie r is pending before the Board or is filed with the Board within a period of one hun­dred and twenty days from the enactment of this section, may continue to operate in interstate, oversea, and terr itor ial supplemental air  transporta tion as de­fined herein until  the effective date  of an order of the Board disposing of such application. Any car rier  w’hose operating authority in inte rsta te air  trans­portat ion under Board Order E-9744, adopted November 15, 1955, is continuing solely by virtue  of a judicia l stay is hereby authorized to continue to operate, subject  to all conditions and limitations contained in such order  or imposed by the court until the court shall lift  such stay or until the final disposition of the judicia l review proceeding, whichever shall first occur.(b) The provisions of this Act shall in no way affect any enforcement or compliance proceeding or action against the holder of a certificate of public con­venience and necessity issued pursuant  to order E-13436 or order E-14196 pending before the Board on the date of enactment thereof, or the power of the Board to institute any enforcement or compliance action agains t such holder subsequent to the date  enactment of this Act with respect to violations of the Federa l Aviation Act or provisions of the certificate or the Board’s regulations which may have occurred prio r to such date. Any sanction which the Board might lawfully have imposed on the operating authority  of an air  carr ier of a  certificate of public convenience and necessity for supplemental a ir transportation under paragraph (3) (ii) of section 401(d) of the Federa l Aviation Act as amended by this Act may be imposed upon a certificate issued to such air  ca rrie r under such paragraph.
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[H.R. 7679, 87th  Cong., 1st sess.]
A BILL To amend the  F ederal Aviation Act of 1958, as  amended, to provide for  all -charte r 

certi ficates of public convenience and  necessity

Be it enacted  by the Senate  and House of Representa tive s of the  United  S tates 
of  America in Congress assembled, Th at  section 401(e) of the  Federal  Aviation 
Act of August 23, 1958, as amended by inserting af te r the thi rd  sentence thereof 
a new sentence to read as follo ws: “A certi ficate issued under thi s section  to 
engage solely in ch ar ter tri ps  in ai r tra nsp ort ation  sha ll designa te the  term inal  
and  inte rmediate  points only ins ofa r as the  Board shall deem prac ticable,  and 
otherw ise shall designa te the  ar ea  or are as  within or between which such 
ch ar ter tr ips may be flown.”

Executive Office of the  P resident,
Bureau of the Budget, 

Washington, D.C., June  16, 1961.
Hon. Oren Harris,
Chairman, Comm ittee on In ters ta te  and Foreign Commerce, House of  Repre­

sentatives,  House Office Building, Wash ington , D.C.
My Dear Mr. Chairman : T his  is  in reply  to your reques ts of June  8 and Jun e

9, 1961, for  rep ort s on H.R. 7318 and H.R. 7512, bills  to amend t he  Federal Avia­
tion  Act of  1958, as  amended, to prov ide for  a  c lass of supp lementa l ai r carr iers , 
and  for o the r purposes.

The Depar tme nt of Commerce and  the  Civil Aeronautics Board  in statements 
to your comm ittee ind ica te th at  the  supp leme ntal ai r ca rri ers perform a usefu l 
public  service and  he lp meet the  Nation’s a ir  tra nspo rta tio n needs. The Bureau  
of the  Budget concurs general ly in the  stat ement s of those agenc ies and  recom­
mends enactment of legislat ion to a uth orize the  Civil Aeronautic s Board to issue 
limited  cer tific ates  of public  convenience and necessity for ai r services supple­
mental  to those  provided by the reg ula r common carr ier s. Since H.R. 7318 was 
draf ted  by the  Board to give it  the  au tho rity it  believes  necessary for  thi s pur­
pose, we recommend it  be enacted  ra th er  than  H.R. 7512.

Sincere ly yours,
Phil lip  S. H ughes,

As sis tan t Direc tor fo r Legis lative Reference.

Federal Aviation Agency, 
Washington, D.C., Ju ly  11,1961.

Hon. Oren Harris,
'Chairman, Comm ittee on In ters ta te  and Foreign Commerce, House of Repre­

sentatives, Wash ington, D.C.
Dear Mr. Chairman : This is in reply to your reques t of Jun e 8, 1961 for  the 

views of th is Agency with respect to H.R. 7318, a bill, to amend the  Fed era l 
Avia tion Act of 1958, as  amended, to provide for  a class of supplemental ai r 
carrie rs,  and for  other purposes.

This  Dill, introduced at the reques t of the  Civil Aeronau tics Board,  would 
provide permanen t cer tific ation procedures  for  the  supplemental ai r ca rri er  
industry. Under exis ting  law (Pu blic Law 86-661) the  Civil A eronautics  Board 
has tem porary author ity , which  will expire in March 1962, to permit  supple­
me nta l ai r ca rri ers to conduct operation s. It  is the view of the Civil Aero­
nau tics  Boa rd that  supp lementa l ai r carri ers have perfo rmed a valuable  service 
in meet ing the  needs of na tional  defense and th at  the ir fu ture  abi lity  to serve  
the needs of the  mi lita ry depends upon the ir pre sen t and  continued abi lity  to 
ope rate  th eir a irc ra ft in commercial activities.

This  mea sure  is directed  to ope rations  within  the  pa rti cu lar province of the  
Civil Aeronau tics Board,  and,  accord ingly , thi s Agency defe rs to the  views of 
the Civil Aeronaut ics Board on the  subjec t proposal.

The Burea u of the Budget has advised  th at  the re is no objec tion from the  
stan dpoin t of the  adminis tra tion’s program to the  submission of th is rep ort to 
your committee.

Sincerely,
N. E. Halaby, Adm inis trator.
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Office of the  P ostmaster General,
Washington, D.C., Jun e 2 0,1 961 .Hon. Oren H arris,

Chairman , Committee  on I nt er sta te  an d F ore ign  Commerce,
House of  Rep resentati ves,  Washington, D.C.

Dear Mr. Chairman : We reply to your  req ues t for  rep orts  ou H.R. 7318  and 
H.R. 7512 p roposin g to author ize the  Civil Aero nau tics  Board  to  i ssue certi ficates 
of public convenience and necess ity to supp leme ntal ai r car rie rs.

Each of these bills would amend the  Fe deral  Aviat ion Act by aut hor izing the 
Civil Aero nauti cs Boar d to issue  cert ifica tes of public  convenience and  necessi ty 
to supplemen tal ai r car rier s. The bills differ, however, in the specific type of 
service  which could be author ized  by the Boa rd in the cert ifica tes gra nte d to 
supplemen tal ai r car rie rs.  H.R. 7512 does not  includ e aut hor iza tion for  the  
tra nsp ort ation  of mail. H.R. 7318, on the oth er hand,  would per mit  the  Civil 
Aero nauti cs Board to gra nt supp leme ntal ai r carri ers au tho rity to tra nspo rt mail.

To date the  supplemen tal ai r ca rri er  oper ation s author ized  by the  Civil 
Aero naut ics Board have not includ ed any gr an t of au tho rity to tra ns po rt mail. 
Nor has  the Depar tme nt ever supp orted any  such gr an t of mail au tho rity in view 
of the  very limi ted special type of operation th at  is chara cte ris tic  of a supple­
mental ai r carri er service. No u se would be made of this type of limi ted oper a­
tion for the  tra nsp ort ation of mai l exce pt und er very ex tra ordin ary  circu m­
stance s.

We have no objection  to the  ena ctm ent of this legislation , however, the  use of 
“suppleme ntal ai r ca rri ers ” as provid ed for  in H.R. 7318 would be feas ible  for 
mail tra nsp ort ati on  only und er ex tra or dina ry  circumstances since they  would 
not be operating a daily  point- to-point type  of service.

We have been advised by the  Bureau of the Budget th at  from  the stan dpo int 
of the  admi nis tra tion’s program the re is no objection to the  pre sen tati on of the rep ort  to the committee.

Sincerely yours,
J. Edward D ay, Po stm aster  Gen eral.

Civil Aeronautics Board, 
Washington, D.C., J ul y 1 1,1 961.Hon. J ohn B ell Williams ,

Chair man, Subcommittee  on Tra nsp ort ation and Aeron autics,
House of Rep resentati ves,  Washington, D.C.

Dear Mr. Chairman : When the Boa rd testifi ed before your subco mmit tee on 
Jun e 20, 19G1, in supp ort of H.R. 7318, the Board ’s bill rel ati ng  to suppl emental 
ai r car rie rs, we were asked  to subm it our  views on H.R. 7679, a bill intro duce d by Mr. Collier.

H.R. 7679  would add a sentence to exi stin g section  40 1 (e ) of the  Fed era l Avia­
tion Act per mit ting  the  Boa rd to issue  a certi ficate for  ch ar ter  service desig­
nat ing the  are as with in which such service is to be flown in lieu of desig natin g 
term inal and inte rme diat e points. Th is would enable the Boa rd to issue  a 
ch art er certif icate  but  would not perm it the  Boa rd to issue a cer tific ate with  
app rop ria te lim itat ions on the  scope of individu ally- ticke ted service.  Thus, 
under this bill the Board could not author ize tru e supp leme ntal ai r service. 
Moreover, H.R. 7679 would not  remedy the  holding of the  Cou rt of Appeals for  
the  Distr ict  of Columbia Circuit  in Unite d Air  Lines v. Civil Aero naut ics Board  
th at  the Board must  apply to supp lem enta l ai r ca rri ers  the same sta nd ard of fit­
ness which is applicable  to  cert ificated  route  carr iers .

H.R. 7679 in our opinion fal ls fa r sh or t of meeting the  problem s confr ontin g 
the  supplemen tal ai r ca rri er  ind ust ry.  The Board is, therefore, opposed to its 
enac tmen t.

Member Chan Gurney would sup por t H.R. 7679 since it is in accord with his 
views set for th in his sep ara te le tte r which accomp anied the  Board ’s wri tten 
testimony subm itted  to your subco mmit tee on Jun e 20, 1961.

Sincerely yours,
Alan S. Boyd, Chairm an.
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T h e  Secretary  op C ommerce , 
Washington, D.C., June 19,1961.

Hon . Oren H ar ris ,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.

Dear Mr. Chairman: This is in response to your request of June 9, 1961, 
requesting the views of the Department on II.R. 7318 and II.R. 7512, bills to 
amend the Federa l Aviation Act of 1958, as amended, to provide for a class of 
supplemental a ir carriers,  and for other purposes.

II.R. 7318 would amend the Federa l Aviation Act so as to provide: for certi ­
fication of a class of direct air  ca rriers distinc tive from the class of air  ca rrier s 
historically  certificated under sections 401(d) (1) and (2) of the act, the new 
class to be known as  supplemental air  c ar rie rs ; tha t such carriers may request, 
and be authorized to perform, limited services supplemental to those fu rnished 
by the regular air  car rie rs;  tha t the Civil Aeronautics Board be expressly au­
thorized to issue certificates of public convenience and necessity for supplemental 
service containing limitat ions on the type and extent of service au thorized ; tha t 
the Board be authorized to gra nt blanket authorization without  having to desig­
nate  specific points.

The act would also be amended to reduce the present standards of fitness re ­
quired for  certification as an air  c arr ier so t hat  only general findings of fitness 
need be made for supplemental service. II.R. 7318 would also provide for g rant 
of s tatu tory  operating  rights  to the existing  holders of supplemental air  carr ier 
certificates, in the nature of grandfa ther  rights.

II.R. 7512 would amend the  Federal Aviation Act so as to p rovide: for certifica­
tion of a class of direct  air  carr iers  distinc tive from the class of air  carriers 
historical ly certificated under section 401(d) (1) and (2) of the act, the new 
class to be known as supplemental air  c ar rie rs ; tha t such carriers may request 
a certificate of public convenience and necessity which limits the holder to per­
formance of unlimited planeload charter  operations, limited individually t icketed 
passenger or individually waybilled cargo operations, and the right  of fi rst re­
fusal  in the operation of all ch arter operat ions; tha t the Civil Aeronautics Board 
be authorized to grant a blanket  authorization without having to designate 
specific points.

The act would also be amended to reduce the presen t standards of fitness re­
quired for certification as an air  car rier  so tha t only general findings of fitness 
need be made for supplemental service. II.R. 7512 would also provide for grant 
of statu tory  operating rights to the existing holders of supplemental air  carr ier 
certificates, in the natu re of grandfa ther  rights.

On January 28, 1959, in the large irregular air  car rier  investigation, CAB 
docket 5132, the Board issued tempora ry certificates of public convenience and 
necessity for supplemental air  car rier  operation in inte rsta te air  transportation.  
Under these certificates, supplemental air  carr iers  were authorized to conduct 
without  reference to any specified term inal or intermediate points not more than 
10 flights carrying individual ly ticketed passengers or individually waybilled 
property in the same direction between any single pa ir of points in any calendar 
month, and to render unlimited planeload cha rter  services.

The issuance of such certificates was challenged in the courts by regularly 
authorized air carriers, i.e. air  carr iers  certificated to render route-type service. 
On April 7, 1960, the U.S. Court of Appeals for the District of Columbia Circuit 
set aside the Board action of Jan uary 28, 1959, United A ir Lines et al v. Civil 
Aeronautics Board (278 F 2d 446). The court found tha t the certificates issued 
for supplemental air  service did not specify the terminal  and intermediate points 
between which ai r transportation  had been authorized, contained limitation as to 
the number of flights contra ry to section 401(e) of the act, and were not based 
on standards of  fitness fo r applicants for certificate required by section 401(d) 
of the act.

As a stopgap measure to avoid immediate cessation of 25 supplemental air  
car rier  authoriza tions, the Congress enacted Public Law 86-661, approved July 
14, 1960. Such legislation was designed to maintain  (lie status quo of the sup­
plemental air  carr iers  for up to 20 months afte r enactment so as to permit 
fur the r consideration to be given the entire matter of supplemental air  tran s­
portat ion without  interim cessation of the  then-existing authority of the carriers 
involved.

This Department is of the opinion tha t the continued existence of the supple­
mental air  car rier  fleet is of real value in terms of national defense. At the
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pre sen t time  e ight  supplemental ai r ca rir ers have  executed civil rese rve ai r fleet <(CRAF) standby  contracts which provide fo r the  fu rnishing of a ir  tr anspo rta tion •'on an intern ational scale to the  Depar tme nt of Defense in the event of wa r or nat ion al emergency.
Of a total of 212 ai rc ra ft allocated by the  Depar tme nt’s Defense Air Tra ns­porta tion Adm inis trat ion to the  basic CRAF program, 40 have  been allocated from supplemental air  ca rri er  inven tories . In addit ion, the  ai rc ra ft  remaining  in such ai r ca rri er  inven tories af te r CRAF requiements have been met  (appoxi- mately 123 in number) are  subject to DATA’S allocation  autho rity for  purposes oC DOD domestic  war time requirements,  such as the Navy's quickt rans and the  Air Force’s l ogair opera tions, and for the  needs of the  civil economy under the  wa r ai r service  patt ern  program.
The D epartment also concludes th at  it would be unreal istic, as well as inh er­ently  unsound, for the continued existence of the supplemental ai r ca rriers  to  be ent ire ly dependent in peace time upon mil itar y business.  Therefore, we agree th at  supplemental air lines should be eligible to ope rate  their  planes in peace­time in commercial a ir services.
The Department supp orts  the purpose of these two sim ilar  bills bu t considers the  provisions of H.R. 7318 as being more likely to achieve their desired aims. We recommend against the  provision in H’.R. 7512 th at  would give the  supple­men tal carri ers the right of first  ref usa l in the operation  of all  c ha rte r trips  in inter sta te,  overseas , and  foreign ai r transportatio n. It  is our view th at  such a provision would give the  supplemen tal car rie rs an unwa rra nte d competitive advantage  over the regular ly authorized ai r ca rriers  and th at  it  could cause  undu e burden on those persons des iring chart er flights by lim iting at  the  outset their  choice of c arr ier.
Fur thermo re, the provisions in H.R. 7512 limi ting the  frequency of individually  ticketed  or indiv idual ly waybilled cargo operations to 192 flights  per yea r ap­pea rs to be arb itrary . We are of the opinion th at  H.R. 7318 gives autho rity  to the  Board to furnish the  necessary  protection withou t set ting a limitat ion  th at  may be harmfu l to the  supplemental car rie rs, the  regular ly certi ficated carri ers and the  trav eling public.
The Bureau of the Budget advises th at  there is no  objection to the  submission of th is report from the standp oin t of the  adm inistration’s program.Sincerely  yours,

Edward Gudeman,
Under Secreta ry of  Commerce.

M r.  W illiam s. O ur f irs t w itn es s t h is  m orn in g will  be t he  Hon or ab le  
A la n S. Bo yd , Cha irm an  o f th e Civ il A er on au tics  B oa rd .

M r. Boy d,  we a re  ver y happy to  ha ve  you  w ith us ag ai n.

STATEMENT 0E HON. ALAN S. BOYD, CHAIRMAN, CIVIL AERO­
NAUTICS BOARD; ACCOMPANIED BY JOHN H. WANNER, GENERAL
COUNSEL; ROSS I. NEWMANN, ASSOCIATE GENERAL COUNSEL
FOR RULES AND LEGISLATION; AND J. W. ROSENTHAL, CHIEF,
ROUTES AND AGREEMENTS DIVISION, BUREAU OF ECONOMIC
REGULATION

Air.  B oyd. T han k you , M r. Cha irm an . Go od  mor ni ng .
T he Boa rd  ap pr ec ia te s th is  opport un ity  to  ap pear  in  su pport  of  

H .R . 7318, which  wo uld au th or iz e th e Civ il A er on au tics  B oar d to  
issue  ce rti fic ates  of  pu bl ic  convenien ce an d necessi ty co nt ai ni ng  lim ­
it at io ns on t he  t ype an d ex te nt  of  servic e au th or iz ed .

A t th e ou tse t, I  wo uld like to  rev iew  br iefly  th e fa ct s an d ci rc um ­
stan ce s wh ich  h av e pr om pte d th e B oa rd  to  reco mmen d th e en ac tm en t 
o f su pp lem en ta l a ir  c arr ie r legi slat ion.

In  Se pt em be r 1951, th e B oa rd  in st it u te d  th e La rg e Ir re gula r A ir  
Car rier  i nv es tig at io n to  d et er m in e (1 ) th e fu tu re  ro le  o f th e la rg e  i r ­
re gu la r ca rr ie rs  a nd t he  ex te nt  of  op er at io ns  whi ch  wou ld  be pe rm it -
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ted, (2) the selection of carriers to receive autho rity, and (3) whether 
author ization  should be by certificate or exemption.

Aft er extended hearings, the Board,  in 1954, with some 30 app li­
cants still remain ing to be heard, decided to  expedite the proceeding 
by spli tting  it into two part s— (1) the public interest  issues (the 
role to be assigned to the i rreg ular carr iers and the  scope of authority 
to be granted) , and  (2) the consideration of individua l qualifications. 
Thereafter,  on November 15, 1955, in order E-9744, the Board issued 
its decision on the public interes t aspects of the case. The Board 
found tha t the irregulars (hereafter to be called supplemental air 
carrie rs) comprise a “separate class of carr iers” performing varied 
and flexible services and are available to operate whenever and 
wherever a demand exists. It  fur the r found tha t its action in au­
thoriz ing a continuation of  these unique services would not adversely 
affect the certi ficated route carriers . The Board  determined tha t un­
limited charter  authority  should be granted togethe r with authority  
to perform individually  ticketed or waybilled service not to exceed 
10 flights per month in each direction between any two points. The 
10-flight limitation was derived from an average of the 8 to 12 flights 
permi tted under  the prio r regulations.

This new authorization was gran ted to all members of the class 
on an interim exemption basis, pending  the Board’s final decision 
in the qualifications o f individua l ca rriers  and the question of whether 
the final au thor ity should be by certificate or by exemption.

The Board’s decision of November 15, 1955, was challenged by the 
certificated indus try, and on July 19, 1956, the Court of Appeals 
for the Dist rict of Columbia Circui t held the order invalid because 
the Board had  not made appropriate findings to support its  conclusion 
tha t a requirement  of certification would be an undue burden on the 
carriers. A petition for  wri t of certiorari  was denied by the Su­
preme Court. On December 21, 1956, the court of appeals stayed 
the issuance of its mandate until 60 days after the date of the final 
Board  decision in the Large Irregular Carrier case, docket 5132.

On Jan uar y 28, 1959, the Board issued it s decision in docket 5132
f rant ing temporary certificates of public convenience and necessity 
or supplemental air service to a number of carrie rs found by the 

Board to be fit to receive them (order E-13436). On Jul y 8, 1959, 
the Board issued several other  certificates (order E-14196) for a total 
of 25 such certificates. Under these certificates, supplemental air  
carrie rs were authorized to render unlimited planeload char ter serv­
ice and conduct, without  reference to any specific terminal or inte r­
mediate points, not more than 10 flights car rying  individually ticketed 
passengers or indiv idually waybilled property  in the same direction 
between any single pa ir of points in any calendar month. This  
author ization  was limited to intersta te a ir transportation.

A number of air  carr iers  certificated to render  route type service 
contested the decision and petitioned the U.S. Court of Appeals for 
the Distr ict of Columbia Circuit for review of the Board's order and 
opinion of Jan uary 28, 1959. On Apr il 7, 1960, the court rendered 
its decision in United Ai r Lines et al. v. Civi l Aeronautics Board in 
which it  found that the Board’s action in certificating supplemental 
air  carr ier operations was legally deficient in three respects:
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1. The certificates issued by the Board do no t specify the terminal 
and intermediate points between which air transporta tion is a utho r­
ized but gra nt a blanket authorization to operate between any two 
points in the  United States.

2. The certificates issued by the Board contain a limitat ion of 10 
flights per month in the  same direction between the same two points. 
In the opinion of the court, this limitation was in violation of section 
401 (e) of the act  which provides:

No term, condition , or limitat ion of a certi ficate  shall restr ic t the  rig ht of an 
ca rri er  to  add  to or change schedules. * * *

3. In refe rring  to the determination of fitness required by section 
401(d) of the act, the court pointed out (one judge dissenting) that  
the Board gave the same nationwide cargo and passenger authority 
to each of the applicants  to which it issued certificates. The court 
stated that  in many instances the prio r operations of the individual 
applicants had been small or specialized and tha t thei r financial re­
sources were inadequate for the newly authorized operations. It  
would thus appear that the cour t’s s tandard of fitness tha t each car­
rier must establish would be great er than that  found by the  Board to 
be necessary for supplemental service.

Concerning what should be done about the matter, the court sa id:
If  the  requ irements  of section  401(e) interpose an insuperable obstacle to 

the  full  development of supplemental ai r service, which they may well do, the 
problem is fo r the Congress. The Board should present it  there.

Since this same court, on July 19,1956, had invalida ted the Board’s 
attem pt to authorize supplemental air transportation  by individual  
exemption orders, it appeared that  there was grave doubt tha t the sup- 
plemenal carrier s could cont inue their ex isting operations under either 
certificated or exemption authori ty. The Board, therefore , on April 
28, 1960, submitted to this committee proposed legislation to correct 
the deficiencies in the Board's legal authority  which were found to 
exist by the court.

Hearings on the Board’s bill (S. 1543 and H.R. 7593) were held 
before the app ropriate committees of both the House and Senate, and 
a favorable repor t was issued by the Interst ate  and Foreign Com­
merce Committee of the Senate on June 13,1960.

In reporting  favorably on the Board’s bill, the Senate committee 
sta ted :

The issue of the need for  and the proper scope of supplemental ai r tra nspo r­
tation,  as we have noted, was the sub ject  of painstaking and pro tracted investi ­
gation and study by the  Board  over a period of many  year s. The Board’s 
interim decision in 1955 resolved that  issue  (or der  No. E-9744, Nov. 15, 1955) 
on a finding that  the  public in ter es t requ ires  the  esta blishment of a class  of 
ca rri ers authorized  to perform supplemental ai r tra nsp ort ation  of a kind and 
ch arac ter  which does not amount to a convent ional, freq uent, route -type  service 
as  provided by the m ajor a irlines.

During  committee  hearings, the  critic ism leveled at  the  pre sen t measure, as 
subm itted by the Board,  was not direc ted to the issue of need for  such tran s­
porta tion but ra ther  to its  scope with  the  suggest ion th at  the supplementals  be 
author ized  to opera te on a c ha rte r basi s only. The re is no demo nstrated  ju stif i­
cation which would warrant  our  reject ion of the  considered conclusion of the 
Board which certainly canno t be said to be the  produc t of has ty judgment.

Your committee  is satisfied that  supplemental ai r carri ers constitute  a sig­
nificant and valuable  p ar t of the  Nation 's ai r transp ort ation  system. They have 
not requested or received any  governmental subsidy and  under exis ting  law
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or  th e am endm ent he re  proposed, the se ca rr ie rs  ar e no t elig ible fo r such 
assis tan ce .

Th ey have  pio neere d in th e dev elopment  of air -co ach  tra ve l, have sti mulated  
the grow th of ai rf re ig ht or  all -ca rgo  ca rri ag e,  widen ed th e rang e of com mercia l 
ai r- ch ar te r busin ess an d aide d ou r mili ta ry  de pa rtm en ts  in tr an sp or tin g pe r­
sonnel an d sup plie s. In  th e Be rlin ai rl if t in 1948 and th e Ko rea n ai rl if t in 
1950, the se ca rr ie rs  sup pli ed a su bs ta nt ia l p a rt  of vi ta l a ir li ft  capacity. To ­
ge ther  with  ou r regu la r- ro ut e ca rr ie rs , the y co ns tit ut e an  inv alu able as se t fo r 
em ergenc y defen se requ ire men ts.

In  view  of the leg al dil em ma  co nf ronti ng  th e Bo ard , yo ur  com mit tee  con curs 
in th e view  expressed  by th e Ch ai rm an  of the Bo ard , Mr. Gi llill and , th a t th is  
legis lat ion  is es sent ia l to su st ai n th e supp lem en tal  a ir  ca rr ie r in du st ry  in it s 
pr esen t rol e in ou r N at io n’s a ir  tr an sp or ta tion  sy stem.

The Interst ate  and Fore ign Commerce Committee of the House 
took a somewhat ditferent position. That committee, which issued its 
repo rt on June 15, 1960, sta ted tha t since time had not permit ted the 
committee to fully  consider the entire question of supplemental air 
transporta tion, and since the carr iers au thorized  by the Board to p ro­
vide supplemental service migh t not be able to continue operations 
unless immediate action were taken by the  Congress, it recommended 
the enactment of temporary legislation main taining the status quo for  
1 year.

Congress thereupon enacted Public Law 86-661, approved J uly  14, 
1960, giving the Board  auth ority  to continue supplementa l air car­
rier  operations un til March 14,1962.

II.B.  7318 was introduced by Chairman Williams of this committee 
on May 24, 1961, a t the Board’s request. Section 1 of the bill defines 
“supplemental air car rier” and “supplemental  a ir t ransportation .”

Section 2 would authorize the Board  to issue a certificate upon a 
determination of fitness and ability based on conditions peculiar to 
supplemental air transpor tation. This is necessary in order to meet 
the problem of fitness raised by the court which I have previously 
mentioned.

Section 2 would also permit  the Board to issue “gra ndfather” cer­
tificates to those carriers now hold ing unrevoked supplemental air c ar­
rier  certificates or interim  opera ting authority under Public Law 
86-661, who have furnished service thereunder or have performed 
operations for the military. Such operations must have been per­
formed between the  time the certificate or operating  authority  became 
effective and the date of enactment of H.R. 7318. Certificates for 
supplemental service issued pursuant  to this “grandfather” provision 
must contain the same terms, conditions, and limitations as set forth  
in the certificates or operating  author ity previously issued.

Section 3 of the bill is designed to correct two of the deficiencies 
found to exist by the court. I t would enable the Board to issue cer­
tificates which do not specify the terminal  and intermediate points 
and which contain such l imitations as to frequency of service, size or 
type of equipment, or otherwise, to assure tha t the service so a utho r­
ized remains supplemental to the service of the certificated route 
carriers.

Section 3 also contains a provision which would prevent the Board 
from imposing limita tions in the certificates of regular route-type 
carrie rs which would not be lawful under the present provisions of 
section 401 (e) of the act.
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Under section 4(a ) any carr ier who has standing to apply  for a “gra ndfather” certificate may continue operat ing for 30 days from the date of enactment of th is bill. If  he files an application for a “grand­father ” certificate within 30 days, he may continue to operate until his application is disposed of by the Board.Section 4(a ) also makes provision for certain  carriers who con­ducted interstate opera tions as supplemental  carrie rs under exemption order E-9744 and whose applicat ions for supplementa l certificates were pending before the Board on July  14,1960. These carriers would be permitte d to continue their operations until  the Board  disposes of thei r applications.
Section 4(a) also continues the operating au thor ity of four carriers whose applications for certificates were denied by the Board  in its order of January 28, 1959 (order E-13436), and whose authority under order E-9744 terminated with such denial.Mr. W illiams. Mr. Boyd, what is the date of that order  E-9744 ?Mr. Boyd. Tha t is November 15, 1955, Mr. Chairman.Mr. W illiams. 1955 ?
Mr. Boyd. Yes, sir.
These latt er four carriers have filed appeals with the courts. The appeals are still pending and the carrie rs are now opera ting pursuant to a judicial stay of the Board’s order. Section 4(a ) continues the operations of these carriers until  the stay is lifted by the court or until the  case is disposed of by the court.
Section 4(b) preserves all existing  enforcement procedures as well as the Board’s right to insti tute such proceedings with respect to violations which may have occurred prio r to the enactment of H.R. 7318. It  also authorizes the Board to impose sanctions for prio r violations upon either the “grandfather” certificates or upon any supplemental certificates issued under this  bill.Section 4(c) provides for final disposition of certain  pending ap­plications of carr iers affected by the bill.
The Board’s order of Jan uary 28, 1959, E-13436, issued temporary certificates of public convenience and necessity for supplemental air service to 23 air carriers. Two additional certificates were issued pursuant to order E-14196 of Ju ly 8, 1959, making a total of 25 cer­tificates for supplemental service. Twelve of those certificates were for 5 years and 13 were fo r 2 years. Twenty-two of the o riginal sup­plemental certificates are curre ntly effective—11 of the 5-year cer­tificates and 11 of the 2-year certificates.
In addition to the 22 carrie rs holding certificated authority for  supplemental service, 9 car riers are authorized to  render supplemental service pursuan t to order  E-9744, and 1 carr ier holds interim oper­ating authority under Public  Law 86-661.During the fiscal year 1960, the certificated supplemental carrie rs generated approximately 1.8 billion revenue passenger miles as com­pared  with 1 billion revenue passenger miles for fiscal 1959. This constituted 4.3 percent of the total  revenue passenger miles generated by the a ir carrier industry, including the certificated route a ir carriers . In  1959 the supplemental carrie rs obtained only 2.7 percent of the total revenue passenger miles.
The domestic traffic of the supplemental carrie rs increased from 312 million passenger miles in fiscal 1959 to 346 million in 1960. This
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traffic was 40 percent civilian and 60 percent milita ry. The inter ­
national traffic of the supplementals increased from 606 million pas­
senger miles in 1959 to 1.4 billion in 1960, 18 percent of which was 
civilian and 82 percent milit ary. This  includes all traffic, i.e., in­
dividua lly ticketed, char ter, and contract.

The supplemental carrie rs increased their tota l t ransport operat ing 
revenues from $51 million in 1959 to $59 million in 1960. Contract 
and chart er services, both mili tary  and civilian, accounted for $40 
million in 1959 and $48 million in 1960. Revenue from individually 
ticketed services, both passenger and freight,  was $11 million in 1960, 
the same as in 1959. The supplemental indus try as a whole—which 
showed a net loss in 1959 after taxes of $8 million—showed a loss 
of only $5 million in 1960.

The Board has found tha t the supplemental air  carriers have per­
formed a useful public service and have a definite place and role in 
meeting this Nation’s air  tran sportat ion needs. There can be no 
doubt t hat  the continued existence of the supplemental air carrie r fleet 
is of real value in terms of na tional  defense? and i t is evident th at the 
futu re ability of the supplemental air carriers to serve the military, 
as they are doing now and have done so ably in the past, depends 
upon thei r ability  to operate  thei r planes in commercial activities 
when not  engaged in service for the military. In  order to assure the 
continuance of the supplemental air  carr ier indust ry, the Board 
recommends the enactment of  H.R. 7318.

The Board  has also been asked to comment on H.R. 7512, another 
bill dealing with the supplemental air  carriers . The Board is op­
posed to this bill and recommends agains t its enactment. Section 1 
defines the limits of supplemental air  transp ortation. Under the 
definition, a certificate for supplemental air  transportat ion limits the 
holder (1) to performance of unlimited planeload char ter operations 
within the United States (includ ing oversea but not foreign opera­
tions) carry ing passengers or cargo, and (2) to 192 flights per year 
between any two places in this country, in the same direction, for 
which individual tickets are sold o r on which individually waybilled 
cargo is carried. The definition fur the r confers on the supple­
mental carrie rs a right of first refusal  in the operation of char ter 
flights not only in this country  but also in a ir t ransp ortat ion between 
this country and foreign nations. The Board  is required  to imple­
ment these provisions by appro pria te regula tion.

Mr. W illiams. Wh at do you mean by first refusal  in the operation 
of charter flights ?

Mr. Boyd. Tha t is the proposal in the bill, II.R. 7512, and it says, 
Mr. Chairman, simply that the supplemental air carrie rs have the 
righ t of first refusal, which would mean tha t any charter party , as we 
understand it, seeking to charter  an aircra ft must go to the supple­
mentals first before they could talk to a route carrier.

We would take it to mean very possibly tha t this would include 
operations which would be en route for a certificated route carrier.

Mr. W illiams. In  otherwords, i f a college wanted to fly its football 
team, they would first have to check with all of the supplemental car ­
riers  to see if a carr ier was available before they would be able to 
check with the route carr iers?

Mr. Boyd. Yes, sir.
72 53 6— fil ----- 2
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Section 2 of the bill would authorize the Board to gran t the “whole 
or any pa rt” of an application for a supplemental air  ca rrier certifi­
cate, depending on the  fitness of the a pplicant and on w hat the public 
convenience and necessity require. Such certificates may be permanent 
or temporary.

Section 2 of the bill also contains a “grandfather” provision. This 
provision would require the Board to issue a certificate to any a ppli ­
cant  who holds an unrevoked supplemental air  ca rrie r certificate and 
shows th at he has rendered any portion of the service authorized in 
tha t certificate. Application for the new certificate may be made with­
in 120 days of the enactment of the bill. A new certificate issued un­
der this “grandfather” provision would be of indefinite duration and 
would author ize the holder to  engage in supplemental air  transporta ­
tion as defined in the bill.

Section 3 of the bill would amend section 401(e) of the Federa l 
Aviation Act to permit  the Board to designate geographical areas 
rather  than specified points in supplemental air carr ier certificates. 
The Board would be authorized to place the limitations on such cert i­
ficates which it finds necessary to assure tha t the services are limited 
to supplemental air  transpo rtation as defined in the bill.

Section 4 of the bill makes provision for  appl icants  who do not hold 
a previously issued certificate fo r supplemental  a ir transportation. If  
such persons are operat ing as supplemental air carrie rs in intersta te 
air  transportation  under any authority from the Board at the time 
the bil l is enacted, they may file an applicat ion for  a certificate under 
the bill within 120 days of its enactment. While the application is 
pending, they may operate in supplemental air transportation , as de­
fined in the bill, within the United States. Holders  of interim oper­
ating author ity issued under  Public  Law 86-661 would come under 
this  provision and not under the “g randfa the r” provision.

H.R. 7512 contains a number of ambiguities and contradictions. 
The definition set forth in section 1 provides for unlimited char ter 
operations and 192 non char ter round trip s per year between any two 
points in “in terstate,  oversea, and territoria l air  transpor tation.” This 
same section fur the r provides that supplemental air  carriers shall 
have the righ t of first refusa l in the operation of all char ter trip s in 
“interstate, oversea, and foreign  air  transporta tion .” These two p ro­
visions are inconsistent. While  the supplemental carrie rs would be 
permitted to operate only within  the United States  and its posses­
sions, the righ t of firs* refusal would be applicable not only to these 
operations but to foreign operations as well, an authorization which 
the supplemental car riers could not receive under the bill.

The supplemental carriers have conducted cha rter  service in foreign 
operations for many years and have performed a useful service in 
the public interest. The Board’s bill, H.R. 7318, would give the 
Board authority to authorize the supplemental service in foreign air 
transporta tion, subject of course to the approval of the President 
under section 801 of the Federal Aviation Act.

It  is not clear under  H.R. 7512 whether each certificate must con­
tain all the r ights  listed in the definition of supplemental air tra nspor­
tation, or whether the Board  can confer operat ing rights comprising 
only portions thereof.  Section 2 of the bill speaks of authoriz ing the 
whole or any par t of an application, and section 3 speaks of geograph-
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ical limitations. On the other hand, the “grand father” provision is 
worded so that any supplemental air  car rier  now holding a certificate 
from the Board would receive authority to engage in the full scope 
of the operations listed in the definition. Simi larly,  under section 4 
of the bill, an appl icant  who at the time of enactment is operat ing 
under Board auth ority other than a certificate could engage in the 
full  scope of the operations listed in the definition while his case is 
pending before the Board. The Board is opposed to any provision 
which would require i t to gran t each applicant  ei ther all of the r ights 
or no righ ts at all. Nor do we favor  the provision perm itting the 
full scope of operations  while the application is pending.

It  seems clear from the bill tha t the rig ht of first refusal in the 
operation of charter t rip s would automatica lly attach to  each supple­
mental air  carrier certificate. The Board is opposed to this provision. 
It  would even limi t the rig ht  of the certificated route air carrie rs to 
operate char ter flights over thei r own routes, a right which should 
not be restricted. So far as off-route char ters of the certificated 
route carrie rs are concerned, the Board has ample authority  to deal 
with th is problem under the present law.

In  conclusion, Mr. Chairman, the Board wishes to reitera te the 
importance  of enacting approp riate legislation to resolve the problems 
confronting the supplemental air  carr ier industry. We recommend, 
therefore , the enactment of H.R. 7318 and against the enactment of 
H.R. 7512.

The Bureau of the Budget has advised that, it has no objection to 
the Board’s testimony from the standpoint  of the administration's 
program. Member Chan Gurney has prepa red a separate  s tatement 
which I believe is attached to the testimony.

(The statement referred  to follows:)
Civil Aeronautics Board, 

Washington, D.C., June  20,1961.
Hon. J ohn Bell W illiams,
Chairman, Subcommittee on Transporta tion  and Aeronaut ics, Committee on 

Int ersta te and Fore ign Commerce, House of Rep resentatives, Washington, 
D.C.

Dear Congressman Williams : While  I agree wi th my co lleagues on the  Civil
Aeronau tics Board th at  legislat ion by the  Congress  is requ ired to author ize  the 
Board to issue  cert ificates  of publ ic convenience  and  necess ity for  supplemental 
ai r transp ortation , I diffe r as to the type of cert ificates  which the Board should 
be empowered  to issue. I would urge  t he  Congress to ena ct legis lation autho riz­
ing the  Board to issue  supp leme ntal cert ifica tes limi ted to the  operation  of 
char ter services only wi tho ut reg ard  to the  oth er lim itat ions in the ac t This  
opinion is based upon my exi>erience of over 10 yea rs as a member  of the Civil 
Aeronaut ics Board supp orted by sta tis tic s which ind ica te lit tle  need for  supple­
men tal ai r se rvice other tha n c ha rte r operations.

As you and  the  members  of your committee know, the  need f or thi s additional 
legislation has  resulte d from a reversal by the  U.S. Court of Appeals for  the  
Distr ict  of Columbia Circui t (United  Air Lines , et at v. C.A.B., 278 F. 2d 446) 
remanding the  decision of a ma jor ity  of th e B oard  in the  Large Irregular Carrier 
Investigation, docket No. 5132. Fu rth er  cou rt proceed ings on thi s ma tte r have  
been stayed pending the en actm ent of f ur ther  legis lation or the exp irat ion  of Pub ­
lic Law 86-661 enacted by the  Congress l as t yea r to preserve  the  sta tus quo for  
20 months from July 14, 1060. In  the Large  Irregular Carrier  case, the  Board 
awarded cert ifica tes of public  convenience  and  necessity to 23 former large ir ­
reg ula r ca rri ers to engage  in in ters ta te  ai r transp ort ation  limi ted to 10 round 
tri p flights per month between any  2 po ints car rying individual ticke ted passen­
gers  or cargo, but  unlimited as to chart er flights. Fu rth er  proceed ings were 
ordered with respec t to eight add itio nal  car rie rs. The  10-trip  author ity , for 
example , ]>ermits a ca rr ie r to ope rate 10 round tri ps  month ly between New
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York and Los Angeles in nddition to 10 round trips  p er month between any othe r two points in the United States. The autho rity  to ope rate  between any two citie s in the  United Sta tes simultaneously  is limtied only by the  ava ilab ility  of equipment by each car rie r. Wi th this  author ity , the  supplemental carri ers could concentrate the ir operations in the heavy traffic ma rkets  on which the trunkline ca rriers  dei>end for the ir financia l success. Additional competit ion in route-type operation s by a sub stantial number of supp leme ntal carri ers is cer­tainly  not required or necessary. The financia l condit ion of the trun klin e in­dustry today  as evidenced by the losses experienced by severa l of the carri ers dur ing  the pas t yea r and the firs t qu ar ter  of 1961 shows th at  it  cann ot stand add itional  competition.
The certi ficated domestic ai r ca rr ie r rou te system links every major met ro­pol itan  are a with each other and  with more numerous  smalle r communities. The 11 trun kline ca rriers  and the  13 subsidized local service carri ers cur ren tly  provide ai r service to 576 cities  and towns in the  continental  United State s. Thus the  trade and vaca tion rou tes are  more than  adequa tely  served by these- route-type car rie rs which are  requ ired  by law to render  a deq uate service  ac cord­ing to the needs of the communities.
The supplemental carriers  enjoying the  bes t financial condition today  are for the  most pa rt those ca rri ers which have  through the  years  con centrated on devel­oping the  cha rter marke t ra ther  tha n holding out to the individual ticke tholder. For  example, the Boa rd’s r ecords show that  for  the  yea r ending June  30, 1960, the  supplemental ca rriers  received operatin g revenues of $50,417,000 for the ir civi lian  and mil itary char ter  sales while  grossing tra nspo rt revenues of  $13,580,000 in operations other than  cha rters. (The se sta tis tic s do not include revenues of two ca rriers  which are involved in enforcement proceedings for  viola­tions  of the ir au tho rity  as  larg e irregula r car rie rs. ) Of all the  ca rri ers oper­ating supplemental services, 76 percent of the  total  non cha rter revenues were received by only three car rie rs.  Of these  thre e carrie rs,  one is now ban kru pt and  ano ther is operating only pend ing appeal of the  Board decision denying it continuing author ity.  The  th ird  carri er  although receiving 40 percent of its  in­come from individual tick et operation s, showed a ne t loss on all  operation s of $577,000 in 1960, and $1,350,000 in 1959.

A vast majority of the  suppleme ntal car rie rs, therefore, are not engaging in ind ividual ticke ting or waybill operation s. In fact , 14 of these  car rie rs engaged in no individual tick et or waybill oi>erations dur ing the  12 months preceding June  30, 1960. It  is my conclusion, therefore, th at  since only a limited few carriers  have used the  individ ual  tick et and  waybill  au tho rity from 1955 to  the  present, litt le need exis ts for  thi s type of service. If, a t any time, an emergency should develop requir ing  the services of the suppleme ntal ca rriers  fo r purposes other tha n cha rters,  the  Board can invoke its au tho rity under section  416 (b ) of  the act to au thorize  such  operations.The  Board has encouraged the suppleme ntal carri ers to develop the  ch ar te r marke t by permit ting  these ca rri ers to operate  a ch ar ter exchange whereby a chart er group is assured of the  ava ilabil ity  of an ai rc ra ft to su it its needs by nego tiatin g with  one cen tra l source which in turn  has avai lable the ent ire  sup­plemental  a ir c arrie r fleet. The Board disapproved a sim ilar arran gem ent  organ ­ized by the  trunkl ine  carri ers to pro tect the  suppleme ntal car rie rs from un­wa rra nte d competit ion in develop ing the  ch ar ter market.  It  is my firm belief  th at  the future  of the supp lemental ai r ca rri er  indust ry lies in the  fu rth er  de­velopment of the ch ar ter marke t—and not  in  atte mpting  to engage in route- type operations of any kind.
One addit iona l point requires elaborat ion.  One of the billls  (H.R. 7318) und er cons ideration  proposes an amendment of section  401 of the Federa l Aviation Act to author ize the Board  to issue supp leme ntal certi ficates for  inters tate, oversea, and foreign ai r transp ortation. It  is urged  th at  the amendmen t be limi ted to inter sta te operations  only. Cur rently,  the  int ern ational routes to and from the United States are  served by several  U.S.-flag car rie rs who are competing with  approxim ately 67 foreign ai r carrie rs.  As a result  of thi s competit ion, the  ma rke t for the U.S.-flag carr ier s has  decreased substantially each year for  sev­era l years. In 1950 our flag carri ers car ried 74.7 percent of the  market,  but  in 1960 car ried only 54.7 percent of the  tot al passenger traffic. Although the traffic in numbers of passengers has  increased  considerab ly dur ing  this period,
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unlimited competition by tlie supplemental carr iers  could very well cause the 
frequency and quality  of our flag services to deteriorate. This in turn  would 
seriously affect their financial condition.

The Board has certificated 10 all-purpose carr iers  to operate major interna­
tional routes. Five of these ca rrier s reported losses on their international opera­
tions for the years 1959 and 1960. The U.S. international all-cargo carrie rs are 
also experiencing severe financial difficulties as is an all-cargo car rier  on an 
oversea route. The certification of an unlimited number of supplemental carriers 
in the international field may well pose a fur the r threat  to the financial condi­
tion of the existing carriers on these routes.

The large irreg ular  carriers, predecessors to the supplemental air  carriers, 
have had autho rity to operate cargo flights internationally,  but few have sought 
to use this authority  over the years. It  is apparent, therefore, tha t littl e need 
exists for oversea or foreign supplemental air  transportation  of any kind and i t 
is urged th at such authority  be deleted from the proposal.

Failure to include oversea and foreign supplemental air  transportat ion in the 
proposed amendment does not mean tha t the supplemental carriers will be ex­
cluded from partic ipatio n in either civilian or milita ry international move­
ments— as again the Board has ample authority  under section 416(b) of the 
act to exempt air  carr iers  for individual flights or for operations for a limited 
time for any national defense need or other emergency.

Respectfully submitted.
Cha n  Gur ne y.

Mr. Williams. Does that  conclude your  statement ?
Mr. Boyd. Yes, sir; that  concludes my statement.
Mr. Williams. Mr. Chairman,  have you had an opportun ity to look 

over the bill th at was introduced by Mr. Collier ?
Mr. Boyd. No, sir ; we had no knowledge of it unti l we came to the  

meeting here this  morning.
Mr. Williams. In  view of tha t, I  am wondering i f you might  study 

it within  the next few days and possibly submit a statement  to the 
committee on tha t bill.

Mr. Boyd. Yes, sir ; we would be happy to do so.
(The report  requested appears on p. 6.)
Mr. W illiams. Mr. Friedel?
Mr. Friedel. Mr. Boyd, in the recent hearings on the interna tional  

travel bill, Mr. Hans B. Thunell, general sales manager of the Inde- 
pendentAirlines Association, sa id :

The U.S. Government should review the present  Civil Aeronautics Board’s 
regulations which prohibit the practice of chartering  airplanes in connection 
with tours unless they are bona fide groups.

He mentioned that to be eligible, these groups must not be formed 
specifically to promote travel and tha t persons to qualify  for a group 
cha rter  flight must be members of an eligible organization at least 
6 months.

In  h is testimony on the trave l b ill, Mr. Clayton Burwell, president 
of the Independent Airlines Association, said :

The difficulty with attract ing  la rge masses of European and other fares to the 
United States through the fur the r development of the char ter marke t arises 
from the fact  tha t the Civil Aeronautics Board has imposed a very narrow defi­
nition as to what  constitutes a bona fide char ter in a document known as the 
Transat lant ic Charter Policy.

He mentioned the 6-month membership requirement and the limi­
tat ion  of the size of the group  eligible for a charter . Mention also 
was made of the restric tion placed on a char ter flight of the Engli sh 
Bar Association group to atten d a meeting here in Washington last
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summer which, I  understand, resulted in forcing the group  to go to Montreal, Canada, and come down from there  to  Washington.It  has been pointed out to me tha t in H.R. 7512, on page 2, beginning at line 3, there  is a definition of char ter operations tha t would elimi­nate this 6-month-club-membership requirement and permit the in­dependent airlines and the other airlines to fly tourist s and sightseers to and from Europe without  this redtape.
Do you have any comment on this ?
What would be the effect of  writing this new definition of char ter operations  into law ? Would you want to study this ?
Mr. Boyd. Well, I can say this, Mr. Friedel. The Board has a proceeding which will be set down for public hearing in the near fu ­ture  which will delve into this entire question.
Mr. F riedel. I have one more question.
On page 3 of your statement you mention the total  of 25 such cer­tificates of these supplemental airlines. Are they all operating?Mr. Boyd. No, sir. We have 23 operating, Mr. Friedel.Mr. F riedel. There are only two that are  not operating?Mr. Boyd. Only 2 of those 25, yes, sir ; 3 of the 25. I beg your pardon. We have one in this group tha t comes under  the interim  opera ting authority of Publ ic Law 86-661 passed last year, so tha t there are 3 of the original 25 who are not operating.
Mr. F riedel. Now, do you know how long they have not been opera ting ?
Mr. Boyd. Yes, sir. I  think we have the in format ion here. Would you like the carrier by name?
Mr. Friedel. If  you have it there, yes.
Mr. Boyd. All righ t, sir. General Airways, Inc., had a 5-year cer­tificate which was to  expire in 1964, March 30. I t has had no opera­tions in 1960 or 1961.
Mr. Collier. Will the gentleman yield at th at point ?Mr. Friedel. I yield.
Mr. Collier. I wonder, Mr. Boyd, in the interes t of making the prope r evaluation of the legislation before us, if the committee could not be furnished with a record of the extent to which holders of sup­plemental certificates have used them since 1959, the repor t to  include the dolla r revenue and the passenger-miles in each instance ?Mr. Boyd. We are having tha t prepared  at the moment, Mr. Collier, and should have it to you within 48 hours, just exactly what you asked for.
Mr. Collier. Thank you.
Mr. Boyd. Tha t would include, of course, the in format ion tha t Mr. Friedel is seeking.
Mr. F riedel. Would tha t be voluminous?
Mr. Boyd. No, sir. I thin k it might run maybe fou r sheets, but no more than tha t.
Mr. Friedel. Mr. Chairman, I ask to have it incorporated in the minutes of the record.
Mr. Williams. The committee will be glad to receive tha t state ­ment.
(The statement re ferred to  follows:)



L IM IT ED  AI R CARRIE R CERTIF IC ATES 19

E x h ib it  A

Su pple m e n t a l  A ir  Carr iers  Certif ic a te d  in  D oc ke t 51 32

Transport  revenues  and revenue passenger-miles hy carriers for  the calendar 
years  1956 throu gh 1960

T O T A L  F O R  23 C A R R IE R S  » 

[I n  th ousa nds]

A m oun t:
1956 ........ ...................................
1957 .............. .............................
1958 ...........................................
1959 ...........................................
1960 ...........................................

T o ta l,  5 yea rs __________

P e rc en t of  to ta l for  c arr ie r:
1956 ........ ............................. —
1957 _____________________
1958 .........................................
1959 .......... .................................
1960 ...........................................

W ei gh te d  av er ag e,  5 
y ea rs ________________

T ra n sp o r t re ven ues J

T o ta l 
re venue 

pa ss en ge r-  
m iles  3In d iv id ­

u a ll y
ti ck e te d

pa ss en ger

In d iv id ­
uall y

w ay bil le d
fr ei gh t

C h art e r
T o ta l ’

C iv il ia n M il it a ry

$2, 722
5,07 4
7,661  

12,234 
8,2 37

$524
531

1,335
925
405

$2, 707
3,5 59 
9.287 

13.381  
10,660

$17,071
21.000 
26, 703 
26,055 
44,9 88

$23,027
30,164 
44,986 
52,595 
64,290

306,528- 
447,025 
820,557 

1,264 ,97 2 
1,793,143

35 ,92 8 3,720 39,5 94 135.820 215,062 4.6 32 ,22 5

12
17
17
23
13

2
2
3
2
1

12
12
21
25
16

74
69 
59 
50
70

100
100
100
100
100

17 2 18 63 100

A M E R IC A N  F L Y E R S  A IR L IN E  C O R P .

A m oun t:
1956. . $12 $112 $231 $355 5, 653
1957--- 18 86 242 346 5,9 58
1958. . 14 41 241 296 5,4 09
1959--- 11 151 131 293 3,9 99
I9 60 -............ ........... ................. 134 $14 182 1.065 1,395 27,798

T o ta l,  5 y e a rs ................... 189 14 572 1,910 2.685 48,817

P e rc e n t of  t o ta l for  c ar ri er :
1956 3 32 65 100
1957 5 25 70 100
1958 5 14 81 100
1959 4 51 45 100
1960 10 1 13 76 100

W eig h te d  av er ag e,  5
7 1 21 71 100

A S S O C IA T E D  A IR  T R A N S P O R T , IN C .

A m oun t:
1956..
1957..
1958..
1959..
1960..

T o ta l,  5 y ea rs .

P e rc e n t of  to ta l fo r ca rr ie r:
1956. ...................................
1957. ....................................
1958 ......................................
1959 ........................ . ......... .
1960 ......................................

W eig h te d  av er ag e,  5 
y e a rs ............................. ..

$36
45

$44
23

182
289
466

1,004

100
7

27
25
40

30

$319
502
812
645

2,278

68

$44
342
684

1,137
1,156

3,3 63

100
100
100
100
100

100

11 ,93 1  
23,465 
22,748

65,464

See footnotes a t end of table.
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Su pple m e n t a l  A ir  Car ri er s Cer tif ic ate d  in  D oc ke t 5132—Con tin ue d

Transport revenues and revenue passenger-miles by carriers for the calendar 
years  1956 through 1966—Con tinu ed  

BLATZ AIRLINES, INC.
[I n  t ho us an ds ]

T ra ns po rt  re ve nu es  *

To ta l 
reve nu e 

passen ger - 
mil es *

In div id ­
ua lly

tic ke te d
passe nger

In d iv id ­
ua lly

wa yb ill ed
fre ig ht

C ha rt er
T o ta l»

Civ ili an M il itar y

Am ou nt:
1956............................ $31

20
23

$77
112

65
114
413

$108
132
88

114
449

2,7 97  
3,1 04  
1,4 89 
2,1 75  
7,01 3

1957 .................................
1958___ ____ _______
1 95 9- .. ........................
1960................. . ......... $36

Tot al , 5 y ea rs ................... 74 781 36 891 16, 578
Pe rc en t of to ta l for  carrier:

1956..........................

___________

29
15
26

71
85
74

100
92

100
100
100
100
100

1957............................
1958________ ____
1959..................
I960 — ......................... 8

W eigh ted  avera ge , 5 
ye ar s............................. 8 88 4 100

C A P IT O L  A IR W A Y S, IN C .

Amo un t:
195 6......................... $20

28
32

636
443

$60 
55 

2,8 14 
4,8 30  
5, 571

$4,95 7
6,6 42  
5,3 87 
5,0 16  
6,4 93

$5,03 7
6,7 25 
8,2 33  

10, 512 
12,565

40, 778 
81 ,05 6 

109 ,822  
172,970 
156 ,074

1957________ _____
1958______________
1959___ _______ $30

581960_________

Tot al , 5 y ea rs ................... 1,1 59 88 13,3 30 28, 495 43. 072 560 ,700
Pe rc en t of to ta l for carrier:

1956.................... (<)
<«>
to

6
4

1
1

34
46
44

99
99
66
48
52

100
100
100
100
100

195 7.............................
1958....... .............
1959....... ........... ( ‘)

(«)1960___________

W eigh ted  ave rag e, 5 
y e a r s .. ________ 3 (<) 31 66 100

See footnotes  a t end of table.
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Su pplem en ta l  A ir  C arr iers  Cer tif ic ate d  in  D oc ke t 5132— C o n ti n u ed

7'ransport revenues and revenue passenger-miles by carriers for the calendar 
years 1956 throu gh 1960—Continued 

C O A S T A L  A IR  L IN E S  »

[I n  thousands]

T ra n sp o r t re venues  2

T o ta l 
re venue  

pa ss en ge r-  
m il es  3

In d iv id ­
u a ll y

ti ck e te d
pas se nger

In d iv id ­
u a ll y

w aybil le d
fr e ig h t

C h a rt e r
T o t a l 2

C iv il ia n M il it a ry

A m oun t:
1956 $5

(•)
$156 $161

(•)
690
370

7

1957 1
23,839 

8,5 12
1958 690

2531959 ....................................... $15 37 $65
71960

T o ta l,  5 y ea rs __________ 15 42 72 1,099 1,228 32, 352

P e rc e n t of to ta l f or  c arr ie r:
1956 3 97 100
1957 .......................................
1958 100

68
100
100
100

1959 4 10 18
1001960

W eig h te d  av er ag e,  5
1 3 6 90 100

C O N N E R  A IR  L IN E S , IN C .

A m oun t:
1956 . $1 $1

126
1
3

1957 $126
1

3,601
1

23
1958 (’)
1959 . 3
I96 0 .

T o ta l,  5 y ea rs __________ 127 (*) 4 131 3,625

P e rc en t of  t o ta l for ca rr ie r:
1956 100 100

100
100
100

1957 100
1001958

1959 - 100
1960 .

W eig h te d  av er ag e,  5 
y e a rs ________________ 97 3 100

I M P E R I A L  A IR L IN E S , I N C .’

A m o u n t:
1956............................................ $271 $95 $191 $557 13,820
1957_._....................................... 145 15 474 634 14,437 

11,8791958 58 19 486 563
1959 ........................................ 74 13 411 498 11,460
1960 _______ _____ _____ 340 24 396 760 16, 765

T o ta l,  5 y ea rs __________ 888 166 1,958 3,0 12 68,3 61

P e rc e n t of  to ta l f or  car ri er :
1956 ....................................... 49 17 34 100
1957............................................ 23 2 100
1958 ....................................... 10 3 87 100
1959 ______ ______________ 15 3 82 100
1900 __________ ______ 45 3 52 100

W eig h te d  av er ag e,  5 
y e a rs ________________ 29 6 65 100

See footnotes a t end of table.
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Supplementa l Air Carriers Certificated in  Docket 5132—Con tinu ed
Transpor t revenues and revenue passenger-miles  by carriers for the  calendar years 1956 through I960—Continued 

JO H N S O N  F L Y IN G  S E R V IC E , IN C .

[I n  th ousa nds]

T ra n sp o rt re v e n u e s 1

T o ta l
re ven ue

pa ss en ge r-
m i le s 3

In d iv id ­
u a ll y

ti ck e te d
pa ss en ger

In d iv id ­
ua ll y

w aybil le d
fr e ig h t

C h art e r
T o t a l»

C iv il ia n M il it a ry

A m oun t:
J 956_____________________ $6 $319

257
380
397
658

$325
257
380
397
658

853
1,136
1,189
1,389
1,086

1957_____________________
1958_____________________
1959_____________________
1960_ _____ ____________

T o ta l,  5 y ea rs __________ 6 2, 011 2,0 17 5,653
P e rc e n t of  to ta l fo r c arr ie r:

1956_____________________ 2 98
100
100
100
100

100
100
100
100
100

1957______________ ______
1958_________________ _
1959______________________
1960____________ ________

W eig h te d  av er ag e,  5 
years  _____ ________ _ (*) 100 100

P A U L  M A N T Z  A IR  S E R V IC E S

A m o u n t
195 6 .. .. .......... ....................... . (•)

$1
$62

17
1

$62
18
1

810
3991957.......................................

1 9 5 8 .. .. _______ __________
1959____________ ________
1960_____________________ 2 2

T o ta l,  5 y ea rs __________ 3 80 83 1,209
P e rc en t of to ta l fo r ca rr ie r:

1956_____________________

_ _ . ._____ ,

100
94

100

100
100
100

19o7_____ _______ _____ _ 61958____________________ _
1959____________________ _
1969_____________________ 100 100

W eig hte d  av er ag e,  5 
y e a rs ............... ... ............. 4 96 100

M O D E R N  A IR  T R A N S P O R T , IN C .

A m ount:
1956_________ ____ ______ _ $34

24
56

119
578

$22
17
91
90

135

$667
742
724
580
369

$723
783
871
789

1,082

17,876 
18,241 
18,946 
16.4 95 
22,677

1957............ ......... .....................
1958 ............... . .........................
1959................ ........... ...............
1960_______________ _____

T o ta l,  5 y ea rs __________ 811 355 3,0 82 4,24 8 94,2 35
P e rc e n t o f to ta l for c ar ri er :

1956________________ ____ 5
3
6

15
54

3
2

11
11
12

92
95
83
74
34

100
100
100
100
100

1957_____________ ____ ___
1958................................... ..
1959_________ ________ ___
1960........ ......... _ ......................

W eig h te d  av er ag e,  5 
yea rs  - .............. - _____ 19 8 73 100

See footnotes a t end of table.
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S u pplem en ta l  A ir  C arr iers  Cer tif ic ate d  in  D oc ke t 5132— C o n ti n u ed

Transport revenues and revenue passenger-miles by carriers for the calendar 
yea rs 1956  th ro u g h  1960— C o n ti n u ed  

O V E R S E A S  N A T IO N A L  A IR W A Y S  

[I n  th ousands]

T ra n sp o rt re v en u es  3
T o ta l 

re v en u e  
pas se ng er - 

m il es  3
In d iv id ­

u a ll y
ti c k e te d

pa ss en ger

In d iv id ­
u a ll y

w ay bil le d
fr ei gh t

C h a rt e r
T o t a l 1

C iv il ia n M il it a ry

A m o u n t:
1956 .............- _____ _____ $81

1.266 
3,0 82 
2,13 5 

157

$1,994
2.291 
3,068 
8,090 

23.5 27

$2,075
3,557 
6,264 

10.286 
23,746

32,522  
42,084 

137,042 
413,544 

1,1 11,934

1957
1958 $114

61
62

1959
1960 .

T o ta l,  5 y ea rs .......... ......... 237 6,721 38,9 70 45,928 1,737 ,12 6

P e rc e n t of  t o ta l for c ar ri er :
1956 4

36
49
21

1

96
64
49
78
99

100
100
100
100
100

1957
1958 2

1
(«)

1959
I960

W eig h te d  av er ag e,  5
1 15 84 100

P R E S I D E N T  A IR L IN E S , IN C .3

A m o u n t:
1 9 5 6 .. .
1957
1958
1959
I96 0- $63 $182 $245 4,809

T o ta l,  5 yea rs 63 182 245 4,809

P e rc e n t of  t o ta l fo r ca rr ie r:
1956
1957
1958
1959
1960 26 74 100

W eig h te d  av er ag e,  5 
ye ar s__ 26 74 100

See footnotes at end of table.
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Supplem ental Air Carriers Certificated in  Docket 5132—Contin ued
Transport revenues and revenue passenger-miles by carriers for the calendar years 1956 through 1960—Continued 

QUAKER CITY AIRWAYS, INC.
[In  thous an ds ]

Tra ns po rt  re ve nues  1

To ta l 
revenue 

pas sen ger - 
mi les  8

In di vid ­
ua lly

tic ke ted
pas sen ger

In di vd -
ual ly

wa yb ill ed
freig ht

Cha rt er
T o ta l»

Civil ian M il itar y

Amou nt :
1956........................................ $1

5
12

(’)
$11

8

$18
6

120

$19
22

143

374
572

3,258
1957........................................
1958......... ............................... $31959....... . ...............................
1960 _________________ 11 15 26

Tot al , 5 y e a rs ________ 18 14 34 144 210 4,204
Pe rc en t o f to ta l for c arrie r:

1956 _________________ 5
23
8

95
27
84

100
100
100

1957 _________________ 50
61958 _________________ 21959 ........................ ..............

I9 60 ... _________________ 42 58 100
W eigh ted  average, 5 

ye ars _______ ______ 9 7 16 68 100

V A N C E R O B E R T S
(Re ceived  in te rim  op erati ng  au th ori ty  un de r Public La w 86-661. Eff ect ive d at e for  in au gu ra tio n of service  De c. 17,1960. No  rep or ts fi led for 1960]

SA T U R N  A IR W AYS,  IN C ?

Tra ns po rt  rev en ue s 1

To ta l 
reve nu e 

pass enger- 
mi les  3

In div id ­
ua lly

tic ke ted
passe nger

In div id ­
ua lly

wayhil led
fre igh t

Cha rt er
T o ta l»

Civi lia n M ili ta ry

Amou nt :
1956___ ________________ $1

31
59

170
746

$13
26
22
61
83

$971
954

1,084
909
520

$985
1,011
1,165
1,144
1,350

24,438 
24, 547 
28,665 
26,265 
30,447

1957....................... ................
1958____ ______ ________
19 59 ... ........................... ....... $4

11960______________ _____

To ta l, 5 years____ ____ 1,007 5 205 4. 438 5.655 134,362
Per ce nt  of t ot al  for carrie r:

1956_________________ <‘)
3
5

15
55

1
3
2
5
6

99
91
93
80
39

100
100
100
100
100

1957................ .......................
1958_______ ____________
1959_____ ______________ (<)

(<)1960_____ ____ _____ ____

W eigh ted  avera ge , 5 
y e a rs ........................... 18 («) 4 78 100

See footnotes a t end of table.



LIMITED  AIR CARRIER CERTIFICATES 25

S u pplem en ta l  A ir  C ar ri er s Cer tif ic ate d  in  D oc ke t 5132— C onti nued

Transpor t revenues and revenue passenger-miles by carriers for the calendar 
years 1956' throu gh I960—-Continued 

SO UR DO UG H AI R TR AN SP OR T 

[I n tho usa nds ]

Tran sp ort r eve nues *
Total  

revenue 
passenger- 

miles 3
In di vid­

ual ly
tic ket ed

passeng er

In di vid­
ual ly

way bill ed
freigh t

Ch art er
T ota l«

Civi lian Milit ary

Amount:
1956
1957
1958
1959 $7

44
$7
44

177
5151960

51 51 722

Percen t of to tal for carrier:
1956
1957
1958
1959 100

100
100
1001960

Weighted average, 5
100 100

SO UT HE RN  AI R TR AN SP OR T,  IN C.

Amount:
1956 $339

90
07

128
250

$156
156
87
77

194

$495
246
154
402

1,546

1957
1958
1959 ..............- .................... $74

191
$123
911

4, 281 
21,777I960 ............................... -

To tal,  5 ye ars......... ........ 205 874 670 1,034 2,843 26,058

Per cen t of to tal  for carrier:
1956 68

37
44
32
16

32
63
56
19
13

100
100
100
100
100

1957
1958
1959 18

12
31
591960

Weighte d average , 5
9 31 24 36 100

ST AN DA RD  AIR WA YS , IN C.

Amount:
1956 $8 ( ’) $8 194
1957 . (’)

$9
(*) 9

1958 __________ ______ $4 13 279
1959
1960 256 256 6,203

To tal,  5 year s________ 264 9 4 277 6.745

Percent of to tal  for carrier:
1956 100 100
1957
1958 69 31 100
1959
I960................................ ... 100 100

Weighte d average, 5
95 3 2 100

See footnotes a t end of table .
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Suppl eme ntal Air Carriers Certificated in  Docket 5132—Co ntin ued
Transpor t revenues  and revenue passenger-miles  by carriers for  the calendar years 1956 through I960—Continued 

S T E W A R T  A IR  S E R V IC E  

[I n  t housa nds]

T ra n sp o rt r e v e n u e s 1

T o ta l 
re ven ue 

pas se ng er - 
m iles  *

In d iv id ­
uall y

ti ck et ed
pa ss en ge r

In d iv id ­
u a l ^

w ay bil le d
fr ei ght

C h art e r
T o t a l»

C iv il ia n M il it a ry

A m oun t:
19 56 ....................- ............. —- $65

39
35
46

$212
362
368
393
490

$277
401
403
439
490

4,364 
3,16 7 
5,17 8 
8,542 

10, 706

1957_____________________
1958_____________________
1959____________ ________
1960________________ ____

T ota l,  5 y ea rs ____ _____ 185 1,825 2,0 10 31,957
P e rc en t of  to ta l fo r c arr ie r:

1956_____________________ 23
10
9

10

90
91 
90

100

100
100
100
100
100

1957 .. .. .................. .................
1958____________ ________
1959....................... ...................
1960_____________________

W eig hte d  av era ge,  5 
yea rs ............... ................. 9 91 100

T R A N S  IN T E R N A T IO N A L  A IR L IN E S , IN C ?#

A m oun t:
1956_________ _____ _____ $10 $49

4
5

249
279

$1,950
21
31

1,316
1,652

$2,009 
25 
36

1,565 
2,868

33,452 
1,222 
1,385

56,134 
95,807

1957............... ................... .......
1958 ....................... .................
1959-____________________
1960_____________________ 937

T o ta l,  5 y ea rs _________ 947 586 4,9 70 6,5 03 188,000
P e rc en t of  to ta l for ca rr ie r:

1956 ......................................... 1 2
16
14
16
10

97
84
86
84
57

100
100
100
100
100

1957......... ............. ...................
1958_______ ____ ________
1959______________ ______
1960 ........................... . ........... 33

W ei ght ed  av er ag e,  5 
yea rs ............. ............. .. 15 9 76 100

T R A N S O C E A N  A IR  L IN E S

A m oun t:
1956___________ ______ _ $2,137

3, 752 
4,7 39  
6,124

80

$174
440

1,265 
710

$607
105

1,30 3
2,3 87

$1, 783
4,059 
6, 384 
3,1 89

$4, 701
8,3 56

13, 691 
12,410

80

61,646
103,948 
252 ,348 
300,222

4,602

1957 ................................ .........
1958_____________________
19 59 ... _______ __________
1960____ ______ _________

T o ta l,  5 y e a r s _______  . 16,832 2, 589 4,402 15,415 39,238 722, 766
P erc en t of to ta l fo r c ar ri er :

1956 - . . . ..................  . 45
45
34
49

100

4
5
9
6

13
1

10
19

38
49
47
26

100
100
100
100
100

1957..................... ............. .
1958______________
1959_____________________
I960 — . .......................... ..

W eig hte d  av er ag e,  5 
y e a rs __________ _____ 43 7 11 39 100

See footnotes a t end of table.
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Su pplem en ta l  A ir  Carr iers  Cer ti fi cate d  in  D oc ke t 51 32 — C onti nued

Transpor t revenues and reven ue passenger-miles by carriers for  the calendar 
year s 1956 through 1960—Continued 

U .S . O V E R S E A S  A IR L IN E S , IN C .

[I n  t housa nds]

T ra n sp o rt r e v e n u e s 2

T o ta l 
re venue 

pa ss en ger - 
m iles  3

In d iv id ­
u a ll y

ti ck e te d
pa ss en ge r

In d iv id ­
ua ll y

w aybil le d
fr ei gh t

C h a rte r
T o t a l 2

C iv il ia n M il it a ry

A m oun t:
1956 _______ $132 

886 
2. 518 
4,861 
4,358

$714
1,047

804
2,119

551

$3,657
3,023 
5,570 
4,65 6 
6,424

$4, 503 
4, 956 
8,892

11,652
11,402

56,894
107,104 
182,140 
206 ,368 
190 ,443

1957
1958 _____________
1959...... ............. - ____ _____ $16

691960_____________________

T o ta l,  5 ye a rs __________ 12, 755 85 5,2 35 23,330 41,405 742. 949

P e rc en t of  to ta l for  ca rr ie r:
1956 3

18
28
42
38

16
21

9
18
5

81
61
63
40
56

100
100
100
100
100

1957
1958
1959 (’)

11960

W eig h te d  av er ag e,  5
31 (’) 13 56 100

W O R L D  A IR W A Y S , IN C .

A m oun t:
1956 _________ _______ $83 $499

2,227 
2,412 

569 
2,7 68

$582
2,2 27 
2,418 

577 
4,163

10,057 
29,119 
25,757  
8,951  

61,649

1957
1958 6

1
1,391

1959 $7
41960

T o ta l,  5 y ea rs __________ 11 1,481 8.475 9,967 135,533

P erc en t of  to ta l f or  c ar ri er :
1956 14 86

100
100
99
67

100
100
100
100
100

1957
1958 (‘)

w
33

1959 1
(«)I960

W eig h te d  av er ag e,  5
(«) 15 85 100

1 T o ta l for  th e  23 c ar ri er s des cr ib ed  o n  pp . 2 th ro u g h  24 o f th is  exh ib it . T h e  23 c arr ie rs  ar e co m pri se d of  
22 ca rr ie rs  ce rt if ic at ed  i n  d ock et 5132 a n d  1 ca rr ie r,  V an ce  R ober ts , th a t re ce iv ed  in te ri m  o per at in g  a u th o r it y  
u n d e r  P u b li c  L aw  86-661.

2 Doe s n o t in c lu de  m in or am o u n ts  for  exc ess ba gg ag e an d /o r m is ce ll an eo us  o th e r tr an sp o rt a ti on .
3 T o ta l fo r in d iv id u a ll y  ti ck e te d  an d  ch a rt e r fl ig ht s.  B re akdow n b y  ty p e  of  fl ig ht n o t av ailab le  fo r 

per io ds p ri o r to  Jan . 1, 1961.
4 Le ss  th a n  0 .5 per ce nt.
6 F orm erl y  C oasta l C ar go  C o. , In c . N am e  c hanged  J u n e  27 , 1960.
• Le ss  t h a n  $500.
2 F o rm erl y  R eg in a  C ar go  A ir li nes , In c . N a m e  c hanged  J u n e  27, I960.
8 C er ti fi cat e cu rr en tl y  h el d by  P re s id en t A ir li nes  w as  t ra nsf er re d  f ro m  C al ifor ni a E a st e rn  A via ti on , In c .,  

ef fe ct iv e Ju n e  23, 1960. D a ta  sh ow n her ei n  for 1960 re fl ec t oper at io ns of  P re s id en t A irl in es . C al ifor ni a 
E a ste rn  h ad  p er fo rm ed  n o  tr a n sp o rt o per at io ns.  I ts  in co m e was  d eri ved  fro m r en ta l o f ai rc ra ft  t o o th er s.

• F orm erl y  A ll- A m er ic an  A irw ay s,  In c . N am e ch anged  N ov . 9,19 60 .
io F o rm erl y  Los  Ang eles  A ir  Ser vi ce , In c . N am e ch anged  D ec . 8,1 96 0.

So ur ce : C A B  fo rm  242 re port s.
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Mr. Boyd. I would like to apologize for not having this  inform a­tion available today but we have been occupied in some crises lately.Mr. W illiams. Mr. Springer?
Mr. Springer. Mr. Chairman , I  think you made an excellent s tate­ment.
I have ju st a few questions.
The first section of this bill has two definitions as to  existing law, one of which is a definition of “supplemental air  transportation.”Mr. Boyd. I s this 7318 or  7512?
Mr. Springer. I am talking about 7512.
Mr. Boyd. Yes, sir.
Mr. Springer. This definition provides tha t—
‘Supplemental air  transportation ’ means air  transpor tation rendered pur­suant  to a certificate of public convenience and necessity.
Now, the term “air  tran sportat ion” is defined in existing law to mean—

inters tate,  oversea, or foreign air  transporta tion, or the trans por tatio n of mail by aircraf t.
Is the effect of this definition to permit supplemental air carriers to transport mail and receive compensation therefor  under section 406, including a so-called subsidy payment?
Mr. Boyd. We do not so construe this definition.
Mr. Springer. Has there been any legal interpreta tion?Mr. Boyd. No, sir, not to my knowledge.
Mr. Springer. Insofar as you know, tha t problem has never been raised ?
Mr. Boyd. Tha t is correct , sir.
Mr. Springer. Do you concur in that , Counsel ?
Mr. Wanner. Yes, sir.
Mr. Springer. I presume, as a result of the answer to the last question, tha t there are no supplemental air carrie rs presently re­ceiving compensation under section 406 for  transpor tation?Mr. Boyd. Tha t is correct.
Mr. Springer. Does the Board  presently perm it unlimited char ter operations by supplemental air  ca rriers ?
Mr. Boyd. Yes, sir. We do. There is no restriction on the charters  tha t can be operated.
Mr. Springer. You never have sought  to put any on ?
Mr. Boyd. No, sir. Now, they have to seek exemption authority in international movement, but, so long as the  char ter group conforms to the Board’s requirements, there has been no restric tion on the supplementals as to the carriage.
Mr. Springer. Any number of flights?
Mr. Boyd. Tha t is right,  sir.
Mr. Springer. Anywhere?
Mr. Boyd. Domestic, yes, sir. On domestic there is no require­ment for seeking Board authority. This is a certificate author ity that the carrie rs have domestically.
Now, internat ionally they do not have certificate authority so tha t they have to request an exemption from the Board in order  to engage in internationa l air  transp ortation. The Board is cur­rently  considering gran ting  a blanket exemption whereas in the past we have dealt on an individual exemption basis.
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Mr. Springer. You have considered each case on each request, 
is th at right ?

Mr. Boyd. Yes, sir.
Mr. Friedel. Will the gentleman yield on the same point?
Mr. Springer. All right .
Mr. Friedel. One of my questions was:
Mention also was made of the res triction  placed on a ch ar ter flight of the  

English Ba r Association group to at tend  a meet ing here  in Washington  las t 
summer.

Mr. Boyd. Yes, sir.
Mr. F riedel. Why was it turn ed down ? As I unde rstand i t, they 

engaged a foreign charter  service and  the American air  l ines lost it.
Mr. Boyd. There was no homogeneity to the group such as is re­

quired by the regula tions of  the foreign carr ier who sough t the charter 
authority, the IATA  regulations . The foreign  carr ier was BOAC, 
which is a member of the Inte rnation al Ai r Transport Association, 
as are the American carriers and most of the scheduled carriers of 
the world.

The Inte rnation al Air Transport Association has a charter  prov i­
sion in its rules which provides for a homogeneous group,  a limita­
tion on the tota l membership of the group, and a time period of 
membership, plus the fact, as you related in your earl ier question, 
that one of the requirements is tha t the group cannot be formed for 
purposes of obtain ing t ravel  by charte r.

Mr. F riedel. They cannot?
Mr. Boyd. That is right.  Th at is the provision of the IATA  regu­

lation, and one that  the Board has followed in international air  
transportation so fa r as U.S. operations are concerned.

Mr. F riedel. You know that we are try ing  to encourage a lot of 
touri sts to come to the United S tates and cheap cost in charte r service 
would help.

I am wondering  whether American airlines or the supplemental 
airlines or any airlines will lose out to the foreign  airlines.

Mr. Boyd. Of course, you have to go back to your last question. 
This  was a foreign  air  line that lost out last year on this  char ter 
operation. You get into a mat ter of philosophy, Mr. Friedel, and 
in this connection I can state tha t one of the things the Board  has 
sought in its appropr iatio ns request this  year, that I am a little 
hesitant to mention aft er the long time that  the large irregula r 
investigation took, is $50,000 for a study.

We still do not know exactly where these supplementals should 
fit.

We feel very strongly that the supplemental carriers have a defi­
nite place and I thin k we have pu t on record our support of sup­
plemental carriers, but we are seeking $50,000 to study the role of 
the supplemental carrier.

We feel tha t 7318 here would give us the flexibility to deal with 
this  problem once we find out exactly where we should go and one 
of the things we have to figure out is to what extent can wr go in 
the in terna tional c harter field without  doing in jury  to our cert iiicated 
route carriers.

Mr. F riedel. Th at is not  my purpose. I want to keep the cer­
tificated carrie rs going because I  am very much interested in F riend-

72 53 6—tf l ----- 3
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ship and we have oversea flights out of Friendsh ip now. I want to know what  we can do to encourage more touris ts to come to the United States.
Mr. Boyd. We have the same aim, then. We would just  like to get some answers th at we are not apparen tly able to get through the hear ing process.
Mr. J arman. Will the gentleman yield?
Mr. Springer. I yield to the gentleman for a question.
Mr. J arman. In line with Chairman Boyd’s comment just a moment ago wi th reference to the request for $50,000 fo r a study of the role of supplemental air  carriers, why should we not wait until the re­sults of t ha t study are made available to the Board  and to Congress to write permanent legislation on this  subject?
Mr. B oyd. Well, the permanent legislation th at we are seeking, Mr. Jarman , would give the Board  the flexibility to establish certificate authority  in the future  as we develop greater in format ion and under ­standing. There is not  going to be, in my judgment, anything  coming out of a study tha t would go to contravene the policy which the Congress will establish by the enactment of H.R. 7318, but rather the study would be to give the Board a sense of direction as to whether it should turn  righ t or lef t on the road that we are headed by the enactment of this bill, i f I  make myself clear.
Mr. J arman. Just one more question. Could you be a little more definite as to what kind of questions the Board wants answered under the $50,000 appropriation study ?
Air. Boyd. All right , sir. One of the questions very specifically would be the effect of broadening the charter  res trictions on the sup- plementals and on the  route  carriers.
Another would be in the area of what are the economics of oper­ating  at a restric tion of the 10 individually ticketed flights per month as opposed to, say, 16 or  12.
Some of us have an impression that 10 may not be a magic num­ber, and it may not be beneficial for the supplementals to be able to operate only 10, or whatever.
We do no t know and there is not sufficient knowledge available to  us today to say what should be the proper number of individually ticketed flights per month to  enable the supplementals to live.Air. J arman. But, with tha t type  question yet to be answered and adequate information gained on that type question, you still feel that the Congress should go ahead under H.R. 7318 and pass the perma­nent legislation ?
Mr. Boyd. Oh, absolutely. Absolutely, because this  legislation would give us the author ity to ac t on experience gained and inform a­tion gained through the  study.
Mr. J arman. Thank  you.
Mr. Springer. I yield to Mr. Collier.
Air. Collier. Ju st to pursue tha t one step fur ther, Air. Boyd, is it not possible tha t the present flexibility of the laws governing such supplemental carriers  has made a positive and fru itful study a l ittle  more difficult and is i t not true fur ther that  the continued flexibility will make this study more difficult in the years ahead ?
Mr. Boyd. Not in our judgment, Air. Collier; no, sir.
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Mr. S pringer. Let me ask you th is just to pursue tha t, Mr. Chai r­
man. Is it possible that  the study would result in additional amend­
ments to the law being requested by the Board ?

Mr. Boyd. Well, Mr. Springer , when you ask me what is possible, 
I  say anything  is possible but if it is “Is  there a probabi lity, the 
answer would be “No.”

Mr. Springer. Do you not thin k it would be well to wait? You 
do not think  the possibility of what  might happen in the in tervening 
time would make it worth waiting?

Mr. Boyd. No, sir.
Mr. Springer. Mr. Chairman, I tru st tha t you have certain  figures 

for  this du ring  the last year, do you not, 1960 ?
Mr. Boyd. Yes, sir.
Mr. Springer. As to what is being siphoned out or what is being 

undertaken by the supplemental ca rrier s ?
Mr. Boyd. Yes, sir.
Mr. Springer. Do you have any figures which you could come for ­

ward with as to,  for instance, the number of planes involved in sup­
plemental operations?  This is a pre tty big question. I would like 
to get the overall picture of how big this  operation is, roughly.

Mr. Boyd. Let me see if we have that information available here.
All right , sir. I can give you figures here.
Mr. Springer. Fir st, can you give the number of planes in opera­

tion?
Mr. Boyd. Yes, sir. The tota l is 168.
Mr. Springer. 168 planes ?
Mr. Boyd. Yes, sir.
Mr. Springer. Car ryin g how many passengers?
Mr. B oyd. Well, we do no t have passengers by number, but in I960 

the certificated supplemental carriere  generated 1.8 billion revenue 
passenger-miles.

Mr. Springer. Now, how many planes would the route carriers 
have?

Mr. Boyd. The route carrie rs ?
Mr. Springer. The U.S. route carriers, the terr itor ial situation.
Mr. Boyd. My recollection is tha t the figure is right at 2,000. It  

migh t be 2,032.
Mr. Springer. I think, as I recall by your own figures, tha t you 

used the figure tha t the supplemental carrie rs took 4.3 percent of the 
business ; is th at  correct  ?

Mr. Boyd. Yes, sir. Th at is for fiscal 1960.
Mr. Williams. Th at is not the ticketed business, is it? Th at in­

cludes cargo and char ter f lights and everyth ing ?
Mr. Boyd. This is the ir tota l business, Mr. Chairman, milit ary, 

civilian, everything.
Mr. Springer. Fou r and three-tenths percent.
Mr. Boyd. Th at is of the tota l number who traveled by air.
Mr. Springer. Now, do you have any figure as to the total diver­

sion from the scheduled industry  ?
Mr. B oyd. No, sir.
Mr. Springer. Let me give you these figures—21,338,000.
Mr. B oyd. Yes, sir.
Mr. Springer. I s that  r igh t? I think my audi tor is pretty good.
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Mr. Boyd. I would not question the figure as an accurate sum of several parts, Mr. Springer. However, when you s tar t ta lking about diversion, you get  immediately into the question-----
Mr. Springer. I am talking only of ticketing.
Mr. Boyd. Yes, sir. I do not  know whether we have individually ticketed figures. I have no question about the accuracy of this figure. I  do not have it in mind and would like to check it.
Air. Springer. Let me ask you this. Do you have what is ordi­nari ly called the legitimate supplemental carriers , those who have been operating  within the  law ?
Air. Boyd. Yes, sir.
Air. Springer. Do you not have a group within the supplementals  tha t are carry ing supposedly illegally as determined by your own Board ?
Air. Boyd. Yes, sir.
Mr. S pringer. You do. Th at together  comes to roughly 21 million Those are my figures.
Mr. Boyd. I am trying to check these figures.
Mr. S pringer. I s it true t ha t about 90 percent of the above diversion was no t supplemental but it was either as a result of what you have determined to be illegal or it was duplicated schedule service in well- served, high-density areas?
Air. Boyd. I will have to submit that,  Air. Springer . I have still got to try  to make one point, however, and tha t is the mere fact tha t a supplemental carrier operates between, say, Chicago and Los Angeles which is certainly  well served by certificated route carrier s cannot be taken, in my judgment, to mean tha t the passengers carried on the supplemental are being diverted from the regular  route  carriers.Mr. Springer. All right . Now would you explain  that  a little  further,  if  th at is your position? Would you explain what  you mean by that  ?
Air. Boyd. Well, my position is really  one of be ing on the  fence. I am merely saying tha t I do not  believe one can take this as the gospel that , because a person flew between Chicago and Los Angeles, for, say, $60, and I do no t know what the fare is, as opposed to flying on a regular route operation for $105, means tha t tha t person would auto­matically have paid $105 to go to Los Angeles by the route carrier.  I do not think you can say that.
Air. SrR iN G E R . I think there  is a possibility of what you say being true  but, if I  understand ai r travel very well, 1 think  most of the people who are going to go, if they have determined they are going by air travel, they are going to go. There might  be a small percent. You would not say that the percent was very large who would not do t hat  by virtue of the fact th at i t was $65 as opposed to $105 ?
Air. Boyd. Well, th is is one of the areas where we would certainly  like to have some answers, and what I  say is pure speculation, bu t, if  I might give an example based on some personal experience which I acquired long before I  became associated with the  CAB, my home is in Miami, Fla., and I was interested  in surface transportation  and I watched the decline of railroad passenger transporta tion. At the same time the supplemental air carriage from Aliami to New York was in­creasing by leaps and bounds.
Air. SrRiNGER. Aliami  to  New Yo rk?
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Air. Boyd. Yes, sir ; and I think tha t there may well be more than 
a very minor percentage  who would go by surface transportation 
rather than flying.

Mr. Springer. You have never made a study of tha t really, have 
you ?

Mr. Boyd. No, sir. Th at is one of the things that I  would be hopeful 
that we could get into in th is study.

Mr. Williams. Would the gentleman yield at that point?
Mr. Springer. Yes, I yield.
Air. Williams. Did you also experience the same kind of increase in 

passenger travel over the  regularly  scheduled carriers ?
Air. Boatj. Yes, sir. I do not know percentagewise. Of course, the 

supplement als star ted from zero, but the regu lar route air carrie rs 
certain ly expanded thei r services tremendously.

Air. Williams. I s it not generally assumed or is not the argument 
made tha t those persons who would be trave ling between Miami and 
New York  City, for instance, on the supplemental carrie rs would be 
passengers who were p rimarily  d iverted from the tra in service rather 
than from the  regu lar scheduled a ir car riers?

Air. Boyd. From tra in or bus, yes, sir. Th at argument is made.
Air. W illiams. I s there any va lidity  to that a rgument?
Air. Boat>. That we do not know, Air. Chairm an, and we would 

like to know. This is a very difficult thin g to ascertain. Aly own 
feeling is th at about the only way you can really tell is to put  some­
body on board an airplane or at an air  terminal  and ask and take 
samples of  passengers and rest  on Avhat they tell you, and this  is one 
of the  things  Ave would like to accomplish.

Air. Springer. Air. Chairman, the grea t bulk of the business done 
by the supplemental air  c arri er ticket service is done between major 
markets  in this country, is it  not?

Mr. Boyd. Yes, sir.
Mr. Springer. There is no question about that , is there ?
Air. Boyd. Yes, sir. So far  as I know, all of it  is.
Air. Springer. Now, most of th is would be between such markets as 

New York-Miami, Chicago-Miami, Califo rnia to Hawai i, and New 
York to Los Angeles or New York to San Francisco,  is th at true?

Mr. B oyd. Yes, sir. I thin k so.
Air. Springer. Now, in what days of  the week is that being done ?
Air. Boyd. I do not believe we have any figures on that, Air. 

Springer.
Mr. Springer. I s it  not a fact  that  t his concentrates on weekends, 

for instance, S aturday and Sunday?
Air. Boat). I would thing  tha t is correct.
Air. S pringer. If  you are  going to have a regularly  operated sched­

uled airline , can you have a supplemental carr ying on weekends and 
your regu lar carrie rs carr ying during the weekdays? Is that a fa ir 
competition? I am tryin g to get these fundamenta l things on top of  
the table so tha t we can look in perspective on what is being done.

Air. Boyd. The subject we are dealing with really involves purely 
and simply matters.of  degree, Air. Springer,  as I see it.

I  would not limit  myself to tha t alone but, so long as the  supple­
mental operation does not appe ar to in jure  the operations of the regu­
lar  route carriers, then I would say this is Avell and good.
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Mr. Springer. You used the words here tha t they do have service. 
What I am tr ying to find out is, i f they do have service, is i t a service 
tha t you say is needed and how much injury is done, if any is being 
done, to the  regula r carr iers which you certificated and which we cer­
tainly want to remain a t what we would term a reasonable profit?

Would you like the question read ?
Mr. Boyd. Yes, sir.
Mr. Springer. Would you read the question ?
(The question was read by the repo rter. )
Mr. Boyd. We certainly are in accord with the basic policy. It  is 

the Board’s policy to try  to establish and maintain a healthy operation 
for  the certificated route carriers.

Now, there are several things  tha t come into this question of the 
supplemental operation. One is tha t a portion of the revenue pas­
senger mileage that you referred to earlier  has been operated  by car­
riers  whom the Board has found to be operat ing illegally and has 
tried to pu t out of business.

We have been advised tha t, as of yesterday, the Supreme Court 
denied the petition for certio rari involving the Grea t Lakes group 
whom the Board had ordered to cease and desist operations.

Tha t Great Lakes group comprises four carriers  who, in our judg­
ment, have been the greatest violators.

Mr. Springer. May I insert at this point tha t last year tha t was 
9,764,000 by tha t group alone. I think  these figures are accurate. I 
believe they are accurate.

Mr. B oyd. We have been af ter  them a long time and finally we feel 
that we were successful and I am confident that the legitimate supple­
men ta l will applaud  our efforts in this regard, too.

Mr. Springer. Mr. Chairman,  let me follow ano ther point.
Have you finished?
Mr. Boyd. No, sir. I wanted to point out two other  things.
One is that the argument is made, as the Chairm an ju st stated, tha t 

these passengers come from surface transporta tion rather  than  being 
diverted f rom air.

Mr. Springer. Tha t is something, Mr. Chairman, tha t you said you 
did not know anything about a minute ago.

Mr. Boyd. Tha t is right.
Mr. Springer. This is only a supposition ?
Mr. Boyd. Tha t is right . That is exactly right . It  is, and I am 

not t rying to put, it in any other terms bu t I  want this point  to be in 
here as a definite possibility.

The thi rd is tha t the Department of Defense has made very strong  
statements  to the effect tha t they need these carrie rs as civil augu- 
mentation of military airl ift. Now, they do not provide these 
carrie rs with sufficient revenues to mainta in the ir total  operation. 
Therefore , if this objective of Defense is righ t and proper, and cer­
tain ly we think it is, there has to  be some area in c ivilian commercial 
operation for  them to catch up their  slack.

Mr. Springer. Let us just  stay on this question of revenue for a 
moment. Let us just take the New York to  Miami market. Do you 
know anyth ing about what was taken up by sup plementa l on those 
routes last year ?

Mr. Boyd. No, sir. I have no idea.
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Mr. Springer. Well, that comes to about $19 million. Th at is 
pret ty sizable for just  one route between two points, is i t not? That 
is a rath er sizable amount of money, is it not, $19 million?

Mr. Boyd. That is a lot of money for me.
Mr. Springer. Th at is only between New Y ork and Miami.
Mr. Boyd. May I ask you, sir, where these figures come from?
Mr. Springer. These come from your own records so th at I sup­

pose they are accurate.
I  was amazed to know that there  was that much business being 

taken from the regu lar routed carrie rs, regu lar certificated carriers , 
just betwen two points in the  country.

I do not have the figures, for instance, on New York to San Fran­
cisco or Los Angeles or the west coast to Hawaii but this  is cer­
tainly something to thin k about when you look a t these figures.

Mr. Boyd. I am going to have to say, sir, tha t I  am advised by my 
staff here  th at we do no t have figures broken down tha t coincide with 
those figures that  you have quoted.

Mr. S pringer. If  I  am wrong about these and your figures show it, 
will you put in  the record what  is righ t, then  ?

Mr. Boyd. My understanding  is tha t we do not have figures, sir, 
that can be broken down that way, but I will give you the best 
breakdown we have.

I  would like to point  o ut tha t, in 1960, the tota l revenues of these 
carrie rs was $59 million of which 60 percent  came from the m ilita ry 
and 40 percent came from tota l civilian operations including indi­
vidual ly ticketed as well as charter  operations and, in view of the 
fact tha t the Flo rida  m arket  has been declining, I have grave doubts 
tha t the supplementals came anywhere near $19 million in tha t 
market.

Mr. Springer. Wil l you see if  you can get the right figures into 
the record if  you contend th at  these are wrong ?

Mr. Boyd. Yes, sir. We will.
(Information on this  subsequently was furnished by Mr. Burweel, 

representing the Supplemental Air C arrie r Conference.)
Mr. Springer. Now, are you familiar  with  the New England  to 

San Antonio market ?
Mr. Boyd. No, sir. I know nothing of it.
Mr. Springer. Are you familia r with mili tary  travel between New 

England  and San Antonio ?
Mr. Boyd. No, sir.
Mr. Springer. I s your counsel or your technician here ?
Mr. Boyd. Just a moment.
No, sir. We have no knowledge of this as a market.
Mr. Springer. I am ta lkin g about mi litary travel.
Mr. Boyd. No, sir. We have no knowledge of it.
On mili tary  travel, if you are dealing with past  figures, you may 

have figures which could not have come from the Board, however, 
on pa rt 45 operations.

Mr. Springer. What are pa rt 45 operations ?
Mr. Boyd. Pa rt 45 carriers are carrie rs who are not required  to  be 

certificated by the Board. They are contract  carrie rs and they are 
not under the B oard’s jurisdiction.

Mr. Springer. I am talk ing about ticketed revenue.
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Mr. Boyd. We have no knowledge of that.
Mr. S pringer. These figures indicate tha t it is in the neighborhood 

of 1,400 from New York to San Antonio  and Chicago to San Antonio. 
Would you see if you can verify  tha t? That is fair ly substantia l.

Mr. B<3yd. We will try to do that.
(The Board subsequently advised the committee th at these figures 

are not available.)
Mr. Springer. That  would be in the neighborhood together of al­

most 100 per day New York to San Antonio and Chicago to San 
Antonio.

Mr. Boyd. Yes, sir.
Mr. Springer. There is one f urther  m ajor question and then I am 

through, Mr. Chairman.
You say tha t the illegally c arrying supplementals  will now be pre­

vented from carrying further, is that  correct ?
Mr. Boyd. The four who comprise the Great  Lakes group  so f ar 

as we know are out of business as soon as the  Supreme Court mandate 
comes down.

I do not want to make the statement tha t there will be no more 
illegal movement but I can assure you that , if there is, we will bend 
every effort to bring it  to an immediate halt.

Mr. Springer. Now this question: Do you have presently on hand 
what are called dormant certificates?

Mr. Boyd. Dormant certificates?
Mr. Springer. Yes.
Mr. Boyd. Yes, sir.
Mr. Springer. How many ?
Mr. B oyd. Well, tha t requires a definition of dormancy. We have 

these three  certificates tha t I was beginning to tell Mr. F riede l about 
earlie r which have not been operated. General Airways, Arctic- 
Pacific, which you may recall was involved in that  tr agic accident in 
Toledo, Ohio. '

Mr. Springer. Yes; I remember Arctic-Pacific.
Mr. Boyd. Thei r certificate expired March 31 of this  year.  Thei r 

last movement of which we had any knowledge under the ir certificate 
was in July of  1960.

Mr. S pringer. And the other do rmant certificates.
Mr. Boyd. Aviation Corp, of Seattle doing business as Westair. 

The last operation under  tha t to our knowledge was February 1960.
Mr. Springer. A re those the only dormant certificates?
Mr. Boyd. To our knowledge.
Mr. Springer. Are you well advised on that  ? I  am no t question­

ing it, Mr. Chairman, at all. I am jus t wondering if that is accurate 
as to the number of dormant certificates.

Mr. Boyd. I would like to submit a statement. Your  question 
would have to be directed to  my staff as to whether I  am well advised. 
I thin k I am.

Mr. Springer. I s there anybody on the staff who can answer how 
many dormant  certificates of  any kind of character, how many 
dormant certificates of all kinds you have presently?

Mr. Boyd. I will stand on my answer but I would like to furni sh 
you a statement for the  record.

Mr. Springer. All righ t.
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Mr. Springer. I am assuming that there  are more than  that.  I 
am not saying.

Mr. Boyd. Yes, sir. Of course, I would like to know what the 
definition of  dormancy is.

Mr. Springer. I am not an expert. All I say is tha t apparently  
it is not being used to any substantial amount. Maybe it is one 
where some fellow has a plane b ut in essence it  is not being used.

Mr. Boyd. This  could create some problems on dormancy because 
I think  our statement to you is based on the fact that the certificates 
have been utilized this year dur ing calendar year 1961.

Mr. Springer. Have any of the certificates you mentioned been 
renewed since the expirat ion ?

Mr. Boyd. We cannot renew any. We have no authority  to  renew 
any.

Mr. Springer. All righ t. Arctic  then has not been renewed?
Mr. Boyd. I am sorry, sir. We have one other, Sourdough Air 

Transport. The ir latest operation was November 1960. They have 
applied. The ir certificate expired March 30, 1961. They have ap­
plied for renewal and under the Administrative  Procedure Act 
section 9(b)  they are entitl ed to continue operation.

Mr. Springer. What control do you have over, we will say, the 
Grea t Lakes operation from transferr ing  to a dormant certificate?

Mr. Boyd. You mean from transf err ing  the existing  operation?
Mr. Springer. Transferring the operation to a do rmant certificate.
Mr. Boyd. Well, the tran sfe r has to be approved by the  Board and 

tha t includes the question of fitness and, certainly , I could not pass 
judgment on something tha t would come before us, bu t I would say 
tha t the Board  would have grave doubt about the fitness of someone 
who has been put  out of business a fter a strenuous effort by the Board.

Mr. Springer. You do have some control over the transfer of the 
certificate though?

Mr. Boyd. Yes, sir.
Mr. Springer. From we will say an operation like Great  Lakes to 

another operation ?
Mr. Boyd. Yes, sir.
Mr. Springer. Suppose that they merely transfer red their equip­

ment over but qualified unde r the safety  provisions and otherwise. 
Would you have any real reason for disqualifying them further?

Mr. Boyd. Well, they would then be subject to Board jurisdic tion 
in any event under section 408 which has to  do with acquiring control 
and the Board would have essentially the same authority .

Mr. Springer. Now back to this last point, Mr. Chairman.
Mr. Boyd. Yes, sir.
Mr. Springer. Have  you looked at the profit and loss s tatements 

for the trunkl ine carr iers fo r this  last year ?
Mr. Boyd. Yes, sir, I sure have. I see those figures at  n ight  when 

I am trying to sleep.
Mr. Springer. All right. I  take it you are concerned.
Mr. Boyd. Very definitely.
Mr. Springer. Wh at was it  for the first 4 months of this year?
Mr. Boyd. Fo r the first 4 months of this year, my recollection is 

tha t the carriers as a whole lost something like $12 million.
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Air. Springer. You a re correct. In the same period last year it was a net loss of about $9 ^ million. This is the largest  loss for any comparable period since 1947 ?
Mr. Boyd. Tha t is right, sir. I do want to point out, Mr. Springer , however, t ha t you are talking about two completely different indus­tries in 1961 and 1946.
Mr. Springer. I understand that there are some differences and I am not going to take th is too seriously but  it is a startling difference. By any standards it is a star tling difference.
Air. Boyd. It  is.
Air. Springer. Last year the supplemental carrie rs did take in a total of about $21 million. I think this is a good thin g tha t this $50,000 has been allowed to find out how much is siphoned off, if any, which the supplementals are now taking off the top of what ought to be going to regularly scheduled carriers.
It  seems to me tha t this is a problem which needs considerable study if you are going to be fair  about this thing all the way through. That is why I am extremely hesitan t r igh t now, Mr. Chairman, to en­ter into permanent legislation unti l we have some be tter figure about what this whole supplemental problem is.
You asked for the discretion and flexibility and I think possibly you are entitled to it.
The only question tha t I am concerned about now is : Are you en­titled to it  in 1961 ?
Air. Boyd. Of course, in reaching th at decision, you have to project what you think is going to happen to the certificated route industry in the future .
Air. Springer. That is true.
Air. B oyd. And the projections that I have seen would indicate th at the regular route  carr iers are now just about a t the bottom of the va l­ley.
Air. Springer. Do you think  they are in a recession at the present time or do you think it  is a long-term problem ?
Air. Boyd. Well, I  think  t hat , f or any number of reasons including the general economic recession this country has suffered, that the tru nk carrie rs have been going downhill. The figures I have seen, the pro­jections, would indicate that  they will s tar t back up now and should be in for several years of sustained growth and profitable operation depending, of course, on what happens  to the general economy because commercial aviation is certainly more sensitive to changes in the  gen­eral economy than most other service businesses.
Air. Springer. Air. Chairman, I have no fur the r questions at this time.
1 think I have had more than my share, but, I do think tha t th is is so serious tha t I personally have not made up my mind yet. I am very hesitant to turn out anything  in the way of permanen t legislation at this time. I think you can see some of the problems we are thin k­ing about a t this end.
Air. Boyd. Yes, sir. AVe can certainly see some of  those problems. However, I  think that you have  to bear in mind tha t these fellows in the supplemental business have p ut a lot of blood, sweat, and tears in the ir business and the vast majo rity of them have t ried  to operate hon­estly and legitimately within the framework of t hei r certificates and T think they are en titled to some protection.
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Mr. Springer. I think everybody is entitled to consideration, Mr.
T rl n  fh in b  E,if T <ln hp lipvp  th a t we  oufldit to  fu nda-

of supplemental carr iers and, when. I  see the number of miles and 
as you put it in your statement—the tremendous increase in miles 
traveled by supplemental carriers , I am astounded. I did not have 
those. Tha t is rather  substantial.

Thank you, Mr. Chairman.
Mr. W illiams. Mr. J arm an?
Mr. J arman. Mr. Chairman, under section 2 of H.R. 7318, which 

authorizes the Board to issue a certificate upon a determination of 
fitness and ability, would the Board have different tests of fitness for  
scheduled carrie rs and supplementals?

Mr. Boyd. Yes, sir.
Mr. J arman. Could you give us a few more details as to  how these 

tests would differ?
Mr. Boyd. All right , sir. In the first place, when you are talking 

about fitness of a regu lar route carrie r, you are dealing only in very 
general terms. You do not really involve yourself with the question 
of equipment. Fo r example, regular route carrie rs are assumed to be 
able to provide the type of equipment best suited for  the market which 
they seek to serve.

On the question of financial resources, I do not believe tha t the 
Board should require such a ratio  of assets to liabilities, for example, 
of the supplementals, as we would of the route carrie rs primar ily be­
cause the bulk of the ir business has come and we think  for a long 
time will continue to come from the military, and they will be able 
to finance thei r operations  to a considerable extent on the basis of 
mili tary  business.

Air. J arman. But, in that  connection, would the  Board go into the 
question of whether the supplemental has capital enough to conduct 
its operations?

Air. Boyd. Yes, s ir. The operations  that they seek to  specialize in, 
we certain ly would. AVe would not, however, require any specific 
amount for thei r overall operations. We would not, for  example, re ­
quire an amount of working capital which would enable a ca rrier, for 
example, to  operate 10 flights a month between every city pai r in the 
United States because that is not in the cards that they would operate 
in such a manner.

Mr. J arman. Then, as I understand it, you would be basing your 
determination of fitness and ability on conditions tha t you consider 
peculia r to the supplemental operation ?

Mr. Boyd. Tha t is r ig ht ; absolutely within the framework tha t they 
seek to operate.

Mr. J arman. The other area  in which I  would like fu rther comment 
from you is th is: In grantin g these carriers a blanket authorization 
to operate  10 flights per month in the same direction between any 
two points in the United States, is any consideration given to the 
possible effect these flights migh t have on the scheduled carriers  by 
diverting  traffic from the scheduled airlines to the supplementals?

Air. Boyd. Yes, sir. At the time this 10-flight-a-month author ity 
was awarded by the Board,  it made a finding tha t such operations 
would not be detrimental to the regu lar route ca rrier  operation. Tha t 
was based on a public record.
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Air. J arman. A general conclusion as to its effect on all the route carriers?
Air. Boyd. Yes, sir.
Air. J arman. Based on the increased amount of business t hat  the figures in your statement indicate the supplementals have attained cannot the diversion in some case dealing with a specific route carrie r be great enough to force a margina l scheduled carrier on subsidy?Air. B oyd. Frankly,  I  doubt it,  Air. J arman. When we are talkin g about the increased travel here, you have to bear in mind that this is the total  of the business, milita ry, charte r, and individually ticketed.
Now, the military  and charter business have no effect on the  regular route carriers.
From  the information available to us in the reports filed by the carriers , the fac t is tha t thei r individually  ticketed sales, total revenues from individually ticketed sales decreased from 1959 to I960 by about $2 million, so that actually the individually ticketed traffic is making up a lesser percentage of the tota l revenues in 1960 as opposed to 1959.
Air. J arman. How is the  figure 10 flights per month arrived at as a fai r authorization ?
Air. Boyd. Well, as I understand the situation , Air. Jarman, prio r to the Board order in 1955 which awarded this 10-flight limita tion on various bases, the so-called irregular or nonsked carriers had been authorized,  some of them, 8 flights a month,  some of them 12 flights a month; and this is nothing more than  averag ing process.
Air. J arman. You indicated earlie r tha t this would be a field in which fur ther study and consideration would be necessary.Air. Boyd. Absolutely.
Air. J arman. As to whether the figure is too high or too low.Air. B oyd. Tha t is right .
Air. J arman. Thank you, Mr. Chairman.
Air. Williams. Air. Collier?
Air. Collier. Air. Boyd, while I  am not convinced that  there should be a double standard  of fitness in ou r national aviation  laws, I wonder if you by chance are familiar  with a financial analysis of the U.S. Supplemental Airline  Industry tha t was written  by G. F. Skeban, graduate school of business administrat ion at Harva rd Universi ty?Air. Boyd. Well, let me say, Air. Collier, tha t I saw tha t several months ago. To say I am famil iar with it would be to tell you some­thing that was not exactly true.
Air. Collier. That perhaps is an unfair question. I probably should have stated tha t his evaluation of certain cases that  apply to the fitness of some of the supplemental carrie rs is one cer tainly which should be refuted or should be taken into very definite consideration by this committee in dealing with this legislation.
On page 8 of your statement with reference to section 2 of the AVil- liams bill, i f I may call it tha t, do you th ink tha t the tes t as provided in tha t section of the bill for the issuing of grandfather service is adequate or does it not leave the  door open to certain abuses by app li­cants in this area?
Air. Boyd. Well, the only answer I  can give you there, Mr. Collier, is that we think it  is adequate. I want to  say that I  do not th ink t ha t you can legislate an absolute fence around anything. AVe th ink this



LIM ITED AIR CARRIER CERTIFICATES 41
is entirely adequate for  what should be done in the public interest.

Mr. Collier. I may say th at I recognize tha t there is definite room 
for supplemental carriers in the aviation industry. At the same time, 
I should like to see Congress legislate in a manner that  would get the 
Board  out of what apparent ly is, of one kind  or another, a dilemma 
as to the flexibility of the present laws t ha t are on the  books so th at 
we might in the  fu ture  perhaps  avoid more blood, sweat, and tears in 
this area of the aviation industry.

Mr. Boyd. Well, the problem we have had in the past  has been 
the inflexibility rather  than the flexibility of the law.

Fir st, the courts closed the Board  out on exemption authority.
Then it closed the Board out on certificate au thority so far as sup- 

plementals were concerned.
The purpose of this bill is th at  i t does no t freeze the existinĝ  pat­

tern  but would give the Board the righ t to deal with this mat ter of 
the supplemental carriers in establishing them in thei r proper place 
as we ga in knowledge and experience in the field.

Mr. (Jollier. One of the problems has been the fact tha t the Board, 
I believe, has not been able to demonstra te the need for individually 
ticketed authorities in many areas. Is that  a correct or incorrect 
statement?

Mr. Boyd. Are you refe rring to geographic  areas  ?
Mr. Collier. In the broad  geographic, areas, yes, those showing 

the need for the volume of individua lly ticketed authority tha t has 
been granted to meet public convenience and necessity.

Mr. Boyd. I do not follow your question, Mr. Collier. I am very 
sorry.

Mr. Collier. Perhaps it is my fault.
The number of individually ticketed gran ts of 10 per month has 

been in existence under  the existing  authority. Yet there has been 
no demonstra tion on the  part  of the Board to ju stify the need fo r this 
number of individually ticketed gran ts tha t have been made.

Mr. Boyd. Well, I do not quite understand this part, about the 
Board having justified. I do not know that tha t question has been 
raised in the past.

The only place where we would have to justi fy would be ei ther be­
fore the court, or before the Congress, and the question has not been 
raised to my knowledge. We have never considered tha t we were on 
the defensive in any place about these individually ticketed flights, 
except clearly  the regu lar route carrie rs do not like this business, bu t 
the only thin g I can say is that, the Board held a hearing in a case 
which elicited voluminous testimony and as a result of tha t in 1955 
concluded th at these 10 individually ticketed flights a month were in 
the public inte rest and would not be detrimental to the interests of the 
regu lar route carriers .

Now, beyond tha t, we have not  gone. If  we should be on the defen­
sive on this  th ing,  I would be happy to be an advocate but I do not  
see myself in th at  position.

Mr. Collier. Actually , it was not my inten t to put the  Board on the 
defensive. However, in dealing with legislation tha t has specific 
recommendations and since the authority  for individually ticketed 
flights is embraced in this legislation, then I would believe th at jus ti­
fication f or tha t which is embraced in the legislation would be quite  
in order.
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Mr. Boyd. I thought I had covered this aspect of it earlie r when I 
refer red to the fact tha t the bulk of the traffic of these carriers o r a 
good portion of it comes from milita ry operations but  not enough to 
keep them in business, tha t they have got to rely on commercial opera­
tions in  orde r to s tay alive and provide some civil augmentation.

Now, it  has been our judgment that , in order for them to do this, 
they should have, (a) char ter authori ty, and (6) individually ticketed 
authority.

The bill which the Board has proposed which the chairman intro­
duced does not provide for 10 flights a month. It  does not provide 
for any number of flights because we cannot rea lly see in to the  future. 
We do not know how this thin g will look 1 year from now, 2 years 
from now, or 3 years from now, and what we are  asking for is the 
flexiljility to operate, to  certificate in such a manner that the opera­
tions will be entirely in the public interest  and tha t, to my mind, 
includes a healthy, financially stable, sound certificated route  industry, 
and  the same thing for a supplemental industry .

Mr. Collier. Do you think i t is feasible, Mr. Boyd, to establish some 
minimum qualification of operation in dolla rs as well as in number 
of miles flown fo r renewing or re taining grandfather rights?

Mr. B oyd. No, sir. I do not see tha t as a feasible approach to this.
Mr. Collier. Pursuing  th at a lit tle fur the r then, if a supplemental 

carr ier had a license of authority  for 2 years and did not perform 
any public service, if  they  flew, let us say, a total  in dollar volume of 
$2,000, which I understand one supplemental line did, do you thin k 
that wrould entitle them to grantin g the grandfather rights, assum­
ing, of course, tha t these grandfather rights would be granted in 
the interest  of public need an d interes t ?

Mr. Boyd. Well, of course, you raise a very difficult example there, 
Mr. Collier. About the only way I  can answer it is to say th at, when 
you are dealing with a class, you have to treat the class as a whole. 
I do not think in the long run very much is gained by tryi ng to set 
up a whole series of classifications or distinctions within  a class.

Now, I would point this out : tha t the authority  we seek would not 
permi t anyone, even though they qualified under  the gran dfa ther 
clause, to mainta in a permanent operation.

All of these services are limited as to time and will have to be re­
viewed even though they qualify under the grandfather clause, and 
we are certainly not interested, I do not believe, in renewing what  are 
for al l pract ical purposes  dorman t certificates.

Mr. Collier. You say that you are not interested in getting into 
different classifications within this group.

Mr. Boyd. Within a class.
Mr. Collier. Tha t is exactly, I believe, the  feeling of  th is commit­

tee in dealing with this legislation and, therefore, I  get back to the 
question of establishing a minimum so tha t you are not dealing with 
a class but ra ther  trea ting them all alike with a basic minimum of re ­
quirement for gran ting  of grandfather rights.

Mr. Boyd. Well, all I  can do is say tha t it is a  matter  of policy of 
the Congress as to what should be done, and reite rate my statement 
that these people under grandfa ther right s would merely have the righ t 
to continue in existence until their permanent righ ts or such additional 
right s were considered; and I personally think,  as a m atter of legis-
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lative approach, if I were doing this I would not try  to put it on a 
dollar  amount. I can conceive of a number of problems being devel­
oped should you do that .

Mr. Collier. Th at is all I  have, Mr. Chairman,  except th at I would 
like to say tha t the Chairm an has certain ly been a fine witness and, 
above all else, a very pat ient witness th is morning.

Mr. Boyd. Than k you, sir. I am learnin g a  lot here. I  apprecia te 
this opportunity.

Mr. Williams. May I inquire, Mr. Chairman, whether or not you 
might  be available tomorrow morning to conclude the questioning?

Mr. Boyd. Yes, sir. It  would be possible to be here.
Mr. Williams. Th at is in the event we a re inter rupted and have 

to go to the House before we conclude this morning.
Mr. Boyd. We do have an oral argument scheduled and there  will 

not be a quorum if I  am not there.
Mr. Williams. We will do  our  best to conclude a t this session but, 

in case we do not, we would like probably to have you back before 
the committee ei ther tomorrow or at a late r date.

Mr. Staggers?
Mr. Staggers. I have no questions.
Mr. Williams. Mr. Devine?
Mr. Devine. I will defer my questions, Mr. Chairman.
Mr. Williams. Mr. Boyd, we will have Mr. Cunningham get in 

touch with you to come back later t his week, ei ther tomorrow morn­
ing or possibly tomorrow afternoon i f it is possible for the  committee 
to sit tomorrow afternoon.

Mr. Boyd. Th at would be fine. The only other date on which I 
would be tied up, Mr. Chairman, is on Friday  when I  am to testi fy 
before another committee.

Mr. W illiams. Let me say tha t I will de fer my questions then and 
Mr. Devine will also.

The committee has scheduled hearings today, tomorrow, Thursday, 
and F riday. However, the  chairman of  the parent committee has an­
nounced an executive session of the full committee for Thursday and, 
of course, this committee will necessarily have to defer to tha t. There­
fore, this committee wil l not be able to sit Thursday but we do plan 
to sit tomorrow and if at all possible tomorrow afternoon and then 
again Frid ay, both morning and afternoon, if the circumstances 
permit.

I have before me the schedule for legislation coming before the 
House this a fternoon which is a rath er heavy calendar  containing the 
Private Calendar,  the  metal scrap bill, and two reorganization plans, 
one of which I believe is your  reorganization plan.

In view of th is I have discussed the possibility of s itting this af ter ­
noon with the othe r members of the committee and it just appears th at 
it is going to be impossible for this  committee to sit this afternoon  
in these hear ings.

We will meet, though, at 10 o’clock tomorrow morning  and will 
make an effort to sit tomorrow afternoon.

We are running behind time. We had quite a  number of witnesses 
scheduled for this  morning but the testimony of the chairman, of 
course, has consumed all morning and will probably consume more 
time.
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May I  ask, in view of  the g reat number of witnesses who are sched­
uled to te stify  here, that  those witnesses who are willing will be per­
mitted to tile a statement unless they insist on thei r right to testify. 
The s tatement will be included in the record in the same manner as i f 
it had been delivered orally.

The committee will s tand adjourned until 10 a.m., tomorrow.
(The Civil Aeronautics Board subsequently submitted the follow­

ing information  regarding supplemental a ir ca rriers :)
E xh ibit  B

Supplementa l Air Carriers Authorized P ursuant to Order E- 97 44
Transpor t revenues and revenue passenger-miles by carriers for the 

calendar years 1956 through 1960 
[I n  th ousa nds]

T O T A L  F O R  5 C A R R IE R S  *

T ra n sp o rt re venues  ’
T o ta l 

re ven ue 
pa ss en ge r-  

m il es  ’
In d iv id ­

u a ll y
ti ck e te d

pa ss en ge r

I n d iv id ­
u a ll y

w ayb il le d
fr ei gh t

C h a rt e r
T o ta l ’

C iv il ia n M il it a ry

A m oun t:
1956 ................................ . $1

63
153
89

550

$1 $555
271
294
283
904

$440 
169 

1,707 
1, 758 
1,711

$997
503

2,154
2,130
3,165

1,666 
8, 280 

35,409  
47,639 
50,922

1957....................... ...................
1958_____________________
1959_____________________ (<)
1960________________ ____

T o ta l,  5 y ea rs __________ 856 l 2,30 7 5, 785 8,94 9 143,916
P erc en t of  to ta l for  c ar ri er :

1956________________ ____ (’)
12

7
4

17

(•) 56
54
14
13
29

44
34
79
83
54

100
100
100
100
100

1957___________________
1958............ ............. ............... .
1959________________ ____
1960________________ ____

W eig h te d  av er ag e,  5 
yea rs ________________ 9 (•) 26 65 100

A IR  C A R G O  E X P R E S S , IN C .

A m oun t:
1 9 5 6 .- -______ ___________ $1 $1 $436 $438 1,3581957......... ..........................
1958__________ _____ ____ 34

20
$2 370

208
406
228

9,8 53  
6,5711959_________ _____ _____

19 60._______ ____________

T o ta l,  5 y ea rs ______ ___ 55 1 2 1,014 1,072 17,782
P e rc en t of  to ta l for c arr ie r:

1956_______________ ______ (’) (•) 100 1001 9 5 7 .. .................................... .
1958_________ ____ ______ 8

9
1 91

91
100
1001 9 5 9 .. .................... .................

1 9 6 0 . .. ____ ______ ______

W ei gh te d av er ag e,  5 
y e a r s . .................. ........... 5 (•) (•) 95 100

See footnotes a t end of table.
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Su pple m e n t a l  Air  C arr iers  A uth oriz ed  P u r su a n t  to O rder E -9 744— C o n ti n u ed

Transpor t revenues  and revenue passenger-miles by carriers for the 
calendar years  1956 through 1966—Continued

A IR L IN E  T R A N S P O R T  C A R R IE R S , IN C .,  D O IN G  B U S IN E S S  AS  C A L IF O R N IA  H A W A II A N  
A IR L IN E S  

[I n  thousands]

T ra n sp o rt r e v e n u e s 1

T o ta l 
re venue 

pas se ng er - 
m il es  ’

In d iv id ­
u a ll y

ti ck e te d
pa ss en ge r

In d iv id ­
u a ll y

w ay bil le d
fr e ig h t

C h a rte r
T o ta l«

C iv il ia n M il it a ry

A m o u n t:
1956 .............................. ......... («)

$26
48
43

220

$5
41

109
61

377

$5
108 

1,333 
1,063 
1,419

172 
2,941 

16,948 
22,8 57 
33,579

1957 . $41 
1,176

959
822

1958
1959 ___________ («)
I960 .......................... .............

T o ta l,  5 y ea rs __________ 337 0 ) 593 2,9 98 3,928 76,497

P e rc e n t of  to ta l fo r c a rr ie r:
1956 ___________ ______ 100

38
8
6

27

100
100
100
100
100

1957.......... . ............... - ........... 24
4
4

15

38
88
90
58

1958______________________
1959 ____________________
1960 _____ _____________

W eig h te d  av era ge,  5 
y e a r s _______________ 9 15 76 100

A R G O N A U T  A IR W A Y S  C O R P .

A m o u n t:
1956.. ..................... .................. $550

223
111
28
78

$4 $554
223
111
28
78

1957.............. - ...........................
19 58 ...  _________________
1959_____________________
1960___ ____ _____________

T o ta l,  5 y ea rs __________ 990 4 994

P e rc en t of  to ta l for ca rr ie r:
1956___________ ____ ____ 99

100
100
100
100

1 100
110
100
100
100

1957............................................
1958______________________
1959_____________________
I96 0— _______ __________

W eig h te d  av er ag e,  5 
y e a rs ________________ 100 100

See footnotes a t end of table .

7 2 5 3 0 —  61
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Supplem ental Air  Carriers Authorized P ursua nt to Order E -9744—Co ntinued
Transpo rt revenues  and revenue passenger-miles by carriers for the calendar years 1956 through 1966—Continued 

M IA M I A IR L IN E , IN C .

[In  thous ands ]

T ra nsp ort  re venues 3

Tot al  
revenue 

passenger - 
miles 3

In di vi d­
ua lly

tic ke ted
passenger

In div id ­
ua lly

wa yb ill ed
fre igh t

C ha rter
Tot al  >

Civ ili an M ili ta ry

Amou nt :
1956......................................... («)

$9
288
811

1,251

136 
1,525 
8,169 

18,211 
6,288

1957......................................... $6
71
26

$3
68

194
449

1958......................................... $149
591
802

1959.........................................
1960.................... . ..................

To ta l, 5 ye ar s_________ 103 (‘) 714 1,542 2,359 34,329
Pe rc en t of tot al  for  ca rrier:  

195 6.. ...................... ............ .
1957....... : ............................. . 67

25
3

33
23
24 
36

100
100
100
100

19.58___ ________________ 52
73
64

1959___ _____ __________
1960_________ __________

Weig hted  average,  5 
ye ar s__ ______  _____ 4 30 66 100

W O R L D  W ID E  A IR L IN E S , IN C .

Amou nt :
1956— ____ ____________
1957........................ ................ $31 $4

4
$128

12
$163

16
3,814

4391958___ ________________
1959___ _____ __________
1960______ _____________ 330 87 417 11,055

Tot al , 5 ye ar s_________ 361 8 227 596 15,308
Pe rcen t of to ta l for car rie r:

1956____ _______________
1957....................... .............. . 19 2

25
79
75

100
1001958___ ________________

1959.. ........................ ...........
1960_______ ____________ 79 21 100

Weig hted  average,  5 
yea rs _ _____ ________ 61 1 38 100

1 To ta l for t he  5 carr iers d esc ribed in  p p.  2 throug h 6 of th is  ex hibi t.2 Does no t i nc lud e mi no r a mou nts for excess  baggage an d/or  m iscellaneo us othe r tra ns po rtat io n.3 T otal for ind iv id ua lly  ticke ted  and cha rter  fligh ts.  Br eakdow n b y t yp e of  flight no t av ai lable fo r pe rio ds  pr ior to J an . 1, 1961.
4 Less th an  $500.
• Less  t ha n 0.5 perc ent.
Source: CA B form 242 reports .
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Su pple m e n t a l  A ir  C ar ri er s 1

Transport revenues and revenue passenger-miles by carriers for the calendar 
years 1956 through 1960 

T O T A L  F O R  28 C A R R IE R S *

[I n  th ousands]

T ra n sp o rt re v e n u e s 1

In d iv id ­
ua ll y

ti ck e te d
pa ss en ger

In d iv id ­
ua ll y

w aybil le d
fr e ig h t

C h a rte r

C iv il ia n  M il it a ry

T o ta l *

T o ta l 
re venue 

pas se ng er - 
m il es  »

A m ount:  
1956.-
1957..
1958—
1959—
196 0..

T o ta l,  5 y ea rs .

$2,7 23
5,13 7 
7,81 4 

12,323 
8,78 7

36,784

$525
531

1,33 5
925
405

3,72 1

$3,2 62
3,830 
9,581 

13, 664 
11,564

41,901

$17,514
21,169 
28,410 
27,813 
46,699

141,605

$24,024
30,6 67 
47,140 
54,725 
67,455

224, 011

308,194 
455,305 
855,966 

1,312,611 
1,844,065

4, 776,141

P erc en t of to ta l fo r ca rr ie r:
1956 ......................................
1957 .....................................
1958 ......................................
1959 ......................................
1960 ......................................

100
100
100
100
100

W eig hte d  av er ag e,  5 
y e a rs ________________ 16 19 63 100

> T o ta l for  28 carr ie rs  a s fo llo ws :
C arr ie rs  c ert if ic at ed  in  docke t 5132 (e xh ib it  A )---------------------------------- ---------------- ------------------------
C arr ie r (V an ce  R obert s)  th a t re ce iv ed  in te ri m  o pera ti ng  a u th o r it y  u n d e r P u b li c  L aw  86-661

C arr ie rs  a u th o ri zed  p u rsu a n t to  o rd er E-9744  (e xh ib it  B )-----------------------------------------------------------  5

2 Doe s n o t in c lu de m in o r am oun ts  f or excess ba gg ag e an d /o r m is ce ll an eo us  o th e r tr a n sp o rt a ti o n .
’ T o ta l fo r in d iv id u a ll y  ti ck e te d  a n d  ch a rt e r fl ig ht s.  B re akdow n  by  ty p e  of  f li ght n o t ava il ab le  for pe ­

ri ods p ri o r to  Jan . 1,1 961.

So ur ce : C A B  fo rm  242 r ep o rt s.
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E x h ib it  C

Su pple m e n t a l  Air  Car ri er s W it h  S pe cia l  C ir cu m st a n ces  R el atin g  
to T h e ir  Certif ic a tes  1

Transpor t revenues and revenue passenger-miles by carriers for the calendar  years 1956 through 1960 
[I n  th ou sa nd s]

T O T A L  FO R  3 C A R R IE R S

T ra nsp ort  rev en ue s *
To ta l 

reve nu e 
passen ger- 

mile s 3

In di vid ­
ua lly

tic ke te d
pas sen ger

In div id ­
ua lly

wa yb ill ed
fre ight

C ha rt er
T ota l *

Ci vil ian M il itar y

Am ount:
1956......... ................... ........... $80 $1 ,16 0 

344
$428

758
$1,46 8

718
695
755
164

$3, 136
1,911
2,3 03
1,5 60

364

45,815  
41,439  
42,763  
30 ,24 0 
15,7 37

1957...................... .................. 91
1958....... .............. . ................ 87 306 1,2 15

218
10

1959_______ ____ _______ 252 335
I9 6 0 .. ................................... 188 2

Total, 5 years 698 2,1 47 2,6 29 3,80 0 9,2 74 175,994
Pe rc en t of t ot al  for carrier:

1956______________ _____ 2 37 14 47 100
100
100
100
100

1957___ ___________ ____ 5 18 40 37
30

1958_____ ______________ 4 13 531959___ _____ __________ 16 22 14 481960_____ _____ ________ 51 1 3 45
W eig hte d ave rag e, 5 

ye ars_____ ________ 8 23 28 41 100

A R C T IC -P A C IF IC , IN C .’

Am ou nt:
1956.........................................
1957......... ...............................
1958......... ................... .......... $54

106
10

$99
486
164

$153
613
364

1959........................... ............ $21
188 14,922

7,89 1
I9 60 ’ ______________  . . $2

Tot al , 5 y ea rs _________ 209 2 170 749 1,1 30 22,81 3
Pe rc en t of to ta l for c arri er:

1956_________ ____ ______
1957___ ______ _________
1958____________________ 35

17
3

65
79
45

100
100
100

1959_______ ____________ 4
511960________ ___________ 1

W eigh ted  avera ge, 5 
ye ar s................ . ............ 19 (' ) 15 66 100

See footnotes at  end of table.
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S u pple m e n t a l  A ir  Carr iers  W it h  Spe cia l  Cir cu m sta n ces  R el atin g  

to T h e ir  Cer tif ic a tes— C o n ti n u e d  1

Transpo rt revenues  and reven ue passenger-miles hy carriers fo r the 
calendar years 1956 through 1960—Continued

A V IA T IO N  C O R P . O F  S E A T T L E , D O IN G  B U S IN E S S  A S W E S T A IR  
T R A N S P O R T ’

[I n  th ousa nds]

T ra n sp o rt re ven ues 3

T o ta l 
re ven ue 

pa ss en ger - 
m iles  3

In d iv id ­
uall y

ti ckete d
pas se ng er

In d iv id ­
uall y  

w ay  b il le d  
fr ei ght

C h art e r
T o t a l 3

C iv il ia n M il it a ry

A m oun t:
19 56.. ........................ ............... $45

52
15

222

$1,158
319
306
335

$160
68
51
87

$510
335
156
144

$1,873 
774 
528 
788

17,130 
10, 748 
4,3 95 

10, 497 
7,84 6

1957 ...................... ....................
1958 ...................... ...................
1959 8 ____ _______ _______
1960 8____________________

T o ta l,  5 y e a r s _______ _ 334 2,1 18 366 1,14 5 3,9 63 50,616

P e rc en t of  to ta l fo r ca rr ie r:
1956...................... . .................... 2

3
28

62
41
58
43

9
9

10
11

27
43
29
18

100
100
100
100

195 7..................... ...................
1958______________________
1959_____________________
1960_____________________

W eig h te d  avera ge,  5 
y e a r s __________  ____ 8 54 9 29 100

G E N E R A L  A IR W A Y S , IN C .’

A m oun t:
1956........................ . .................. $35

39
72
9

$2
25

$268
690

1.11 0 
25

$958
383
446
125

$1. 263
1,137
1,622 

159

28,685  
30, 691 
38,368 

4,821

1957..................... . ................
1958........................ ...................
1959 i«................ . ......................
1960 13____________________

T o ta l,  5 y ea rs __________ 155 27 2,0 93 1,90 6 4 181 102, 565

P e rc e n t of  t o ta l for ca rr ie r:
1956______________________ 3

3
5
6

(•)
2

21
61
68
16

76
34
27
78

100
100
100
100

1957...........................................
1958................................... .......
1959______________________
1960______________________

W eig h te d  av er ag e,  5 
y ea rs ................. _______ 4 1 50 45 100

1 T h e  sp ec ia l ci rc um st an ces  re la ti ng  to  th e  ce rt if ic at es  ar e des cr ib ed  in  f oot not es  4 , 7, an d  9.
3 D oe s n o t in c lu de  m in o r am o u n ts  f or  ex cess ba gg ag e an d /o r m is ce ll an eo us  o th e r tr an sp o rt a ti o n .
3 T o ta l for in d iv id u a ll y  ti ck e te d  an d  ch a rt e r fl ig ht s.  B re akdow n  b y  ty p e  of fl ig ht  n o t ava il ab le  foi 

per io ds p ri or to  J an . 1,1 961.
4 T em pora ry  cert if ic at e fo r d om est ic  su p p le m en ta l e xpir ed  o n M arc h  30 ,1961. N o a pp li ca ti on  fo r r enew al  

has  be en  fil ed . B oard  O rd er  E-16734 d a te d  A pri l 28,1 961 , d ir ec ts  c a rr ie r to  s ho w  c au se  w h y  i t s  re m ain in g  
au th o ri za ti o n s  sh ould  n o t be te rm in a te d .

8 N o  r eport s re ce iv ed  f or  per io ds af te r Ju n e  3 0,1 960 .
• Le ss  th a n  0 .5 per ce n t.
7 T em p o ra ry  c ert if ic at e ex p ir ed  on  M ar.  30 ,19 61 . S u p p le m en ta l a u th o r it y  s ol d F eb . 10 ,1960; B oard  h as 

u n d e r  consi de ra ti on  ap p li ca ti on  fo r tr a n sfe r w hic h  w as  fi le d on  J a n . 17, 1961. A m en ded  ap p li ca ti on  for 
tr a n sfe r a n d  r enew al f ile d on  M a r. 29 ,19 61 .

8 N o  rep o rt s  r ec e iv ed  f or  p er io ds a ft e r S ep t.  30 , 1959.
’ A u th o ri za ti ons  so ld  on  D ec . 17, 1959, a t tr u s te e-i n -b ank rt rp tc y  sa le . N o  ap p li ca ti on  fo r tr an sf e r h a s  

bee n  fil ed . C ert if ic a te  w as  for  5 yea rs , to  ex pi re  o n M ar . 30, 1964.
10 N o  r epo rt s  r ec e iv ed  for per io ds aft er Ju n e  30, 1959.
So ur ce : C A B  F o rm  242 report s.
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S u pp lem en ta l  A ir  Car rier s 1

Transpor t revenues and revenue passenger-miles by carriers for the calendar  
years  1956 through 1960 

FO R 31 C A R R IE R S »

[I n th ousa nds]

T ra n sp o rt  re ve nue s s

T o ta l 
re ven ue 

pa ss en ge r 
mile s 3

In d iv id ­
uall y

ti ckete d
pa ss en ge r

In d iv id ­
uall y

w aybil le d
fr ei ght

C h art e r
T o ta l ’

C iv il ia n M il it a ry

A m ount:
195 6......... ................................. $2,803

5,228 
7,901  

12,575
8,97 5

$1,685
875

1,641
1,26 0

407

$3.690
4,58 8

10,79 6 
13,88 2 
11,574

$18,982
21,887 
29,105 
28,568 
46,8 63

$27,160
32,5 78 
49,4 43 
56,285 
67,8 19

354,009 
496,744 
898, 729 

1,342,851 
1,859,802

1957 -.......................................
1958 ............ .............................
1959......................................... .
I9 60 .- ..................................... -

T o ta l,  5 y ea rs __________ 37,482 5,8 68 44,530 145,405 233,285 4,9 52,135

P e rc en t of to ta l fo r c ar ri er :
1956________________ ____ 10

16
16
22
13

6
3
3
2
1

14
14
22
25
17

70
67
59
51
69

100
100
100
100
100

1957.......... ................... . ...........
1958_______________ _____
1959....................................... .
1960 - .......................... ...........

W eig h te d  av er ag e,  5 
yea rs  _____________ . . 16 3 19 62 100

1 T o ta l for 31 ca rr ie rs  a s fol low s:
C ar ri er s ce rt if ic at ed  i n dock et 5132 (e xhib it  A )____________________ ____ _________________ ____ _
C arr ie r (V an ce  R obe rt s)  th a t  re ce iv ed  in te ri m  oper at in g  a u th o rit y  u n d e r P u b li c  Law  86-661

(e xh ib it  A ) , ....................................................................................... .........................................................................
C ar ri er s au th ori ze d  p u rs u an t to  o rd er  E-9744  (e xhib it  B)  ______ ____ ________________________
C ar ri er s w it h  sp ec ia l ci rc um st an ces  r e la ti ng  to  th e ir  c er ti fi ca te s (e xhib it  C ) ____________________

* D oe s n o t in cl ude m in or am oun ts  f or  ex cess ba gg ag e and /o r m is ce llan eo us  o th e r tr a n sp o rt a ti o n .
• T o ta l fo r in d iv id uall y  ti ckete d  a n d  ch a rt e r fl ig ht s.  B re akdow n b y  ty p e  of  fl ig ht n o t av ailab le  

pe riod s p ri o r to  J an . 1,19 61.

22

1
5
3

fo r

So ur ce : C A B  fo rm  242 re port s.

Su pple m e n t a l  A ir  Carr iers

PA IR S OF PO IN TS  BE TW EE N W H IC H  FIVE  OR MORE NO NC HA RT ER  FL IG HTS  WERE 
OPERATED IN  ON E DIR ECTIO N, BY  M ONTHS FOR PERIOD IND ICA TED 

General info rma tion
Of the 31 supplemental ai r ca rri ers whose reports were  exam ined for  det er­

mining the pai rs of poin ts with 5 or more non cha rter flights in any 1 month, 13 
car rie rs did not report  as many  as 5 such flights for  any pa ir of points in any 
month dur ing  at  lea st the  2% yea rs ended April 30, 1961. As a result, pages 
— thro ugh  — of this exh ibit  prov ide the da ta for  18 c arrie rs with respe ct to 
the  “5 or  more flights.”

Fo r 14 of these 18 car rie rs,  the 12-month period ended April 30, 1961, has  
been used. This  is the  lat es t 12-month period for  which the  da ta are  ava il­
able. Th at period was  not  sui tab le for  fou r car rie rs, however, by reason  of 
the  fact  th at  the  ca rri ers had  eit he r discontinued all flight operation s during 
all or most of the  period or had discontinued individually  ticke ted passenger 
and individually  waybilled operation s. For  each of these fou r car rier s, the 
period used herein is the  most recent  12-month period in which there was re­
por ted a sub stantial volume of noncharte r operations in term s of the indiv idual
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ca rr ie r’s level of such ope rations  dur ing  the  yea rs back to the  beginning of 
1956. The fo ur  ca rri ers an d the  period used fo r each a re  as follow s:

Year ended
Ste wart Air Service______________________________________  Dec. 31, 1959
Transocean Air Lines____________________________________  Do.
Arctic-Pacific, Inc ________________________________________  June  30,1960
Avia tion Corp, of Seat tle, doing business as West air  T ranspo rt_ Dec. 31, 1959

The following  pages for  the  18 ca rri ers show the  12-month period used for 
each  car rie r. However, in the  tabula tion for  each  car rie r, only those months 
are identi fied in each  five or more flights  were reporte d by th at  ca rri er  for  
any  one p air  of points.

The 13 car rie rs which did not  have  as many as five o f the  indicated flights  
in any month are as fol low s:

Carriers  cer tificated in docket 5132:
Coastal Air Lines.
Conner Air Lines, Inc.
John son Flying Service, Inc.
Overseas National Airways.
Quaker City Airways, Inc.
Sourdough Air T ransport.
World Airways, Inc.

Carriers  authorize d pursuan t to  or der  E- 974 4:
Air  Cargo Express, Inc.
Airl ine Transport Car rie rs, Inc., doing business  as Califo rnia -Hawai ian 

Airlines.
Arg onaut Airw ays Corp.
Miami Airline, Inc.

O th er :
Vance Robe rts.1 
General Airways, Inc. ’

1 Vance Roberts  received In terim  opera ting  au tho rity un der  Publi c Law 86-661. Effective date  for  inauguration of service, Dec. 17, 1960.a General Airways’ autho rization sold on Dec. 17, 1959, a t tru stee In bankruptcy sale. No appl icat ion for  tra ns fe r has  been filed. Certi ficate was fo r 5 years , to expire Mar. 30. 1964.
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70 LIM IT ED  AIR  CA RRIE R CERTIF IC ATES

E x h ib it  E

S u pp lem en ta l  A ir  Car ri er s

DATA RELATING TO COMPANIES THAT  WOULD BE ELIGIBLE FOR “ GRANDFATHER 
CERTIFICATES”

A. Companies that  are presently not operating
(1) Certificated in Docket 5132:

Coastal Air Lines 
Conner Air Lines, Inc.
Quaker City Airways, Inc.
Sourdough Air Transport  
Transocean Air Lines

(2) Inter im operating authority  effective December 17, 1960, received under Public Law 86-661: Vance Roberts.
Of the above listed six companies, only Sourdough bad an operating certificate from the Federa l Aviation Agency (FAA) as at  June  20, 1961.As of May 31, 1961, Vance Roberts was operating as an air  taxi operator.

B. Companies that have conducted no operations since certificates were issuedin Docket 5132
None.
As of May 31, 1961, no operations as a supplemental air  carr ier had been per­formed by Vance Roberts, whose interim operating authority  effective December 17, 1961, was received under Public Law 86-661. This car rier  does, however, report operations as  an air  tax i operator.

C. Companies that have conducted no operations in any period of 6 or moreconsecutive months since certificates were issued.
Due to the limited amount of time availab le for developing this  information, the determination as to whether a car rie r had conducted no operations in any period of 6 or more consecutive months was made on the basis of calendar quar ters from the quarte rly financial and traffic repor ts filed by each carrier.During the 5% years from J anu ary  1, 1956, through March 31, 1961, 10 of the captioned group of carriers reported no operations  for at least two consecutive calendar quar ters.  The quarterly  periods since Janua ry 1, 1956, in which these carriers reported no operations are indicated by the word “None” in the tabu­lation on page 3.
The tabula tion also indicates  by the word “Token” those calendar q uarters in which only very limited operations were reported. As used here, limited or “Token” operation means less than  10 revenue tons transported during the quarte r. One ton would be equivalent  to 10 passengers at  200 pounds per passenger.
In order to readily  identi fy the data in each ca rrier column with the applicable quarte r, a dash (—) has been inserted in the tabula tion for each quarter  in which the carr ier reported more than  a  “token” operation.
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D. Companies  that  have conducted  no, or no significant, ind ividually ticketed  or ind ivid ual ly waybilled operat ions
Dur ing 1 ox- more  of the  5 calend ar yea rs from  1956 thro ugh  1960, 14 of the  capt ioned group of ca rri ers reported no or no signif icant  indiv idually  ticke ted or individ ual ly waybilled operations. Where the  gross  revenues from  such opera ­tions were  no more  tha n $5,000 fo r a year , the  operations are  cons idered here in as not  significant.
The  data  fo r these 14 ca rri ers are  shown by years  in  the  tabulat ion  below. The exp lana tion  of the  insertions in the t abula tion is as  fol low s:
“None” mean s no individually  ticketed  or  individually wayb illed  ope rations  reported.
“No sig” mean s no more than  $5,000 gross revenues for the ye ar  from  in­dividua lly ticketed  and individ ual ly wayb illed  opera tions.Dash  (—) means more than  $5,000 gross revenues for  the  yea r from  such operations .

Carrier Calen da r ye ar

1957 1958 1959 1960

Assoc iated Air T ra nsp ort -__
Bla tz  A irli nes_____________
Co ast al Air Li ne s__________
Co nn er  A ir Li ne s__________
Jo hn so n Fl yi ng  S er vi ce .........
Paul M an tz  A ir Servi ces ___
Overse as Nat iona l Airw ays--
Qua ke r C ity  A irw ay s______
Sat ur n Airw ay s___________
So urdough Air T ra nsp ort __
St an da rd  A irw ay s--------------
Ste w ar t Ai r Se rvi ce___ ____
Tra ns  I nt er na tion al  A irli nes  
W or ld  A irw ay s____________

N on e-------

No  s ig___
N one ____

No sig .......
N on e-------
No sig -----
.. .d o --------
No ne  1___

N one -------

N on e......

No  s ig .. .

N on e......
No  s ig—
N on e......
No  s ig .. .

No ne  «. .. 
__ do ____

N on e___
. . . d o ------

N o n a -

N e n e -  
No  s ig.  
N on e— 

. . . d o . —.

Non e *. 
—.d o .. ..

N on e— 
— do— .

N on e—

N on e— 
. .. d o .. . 
.. .d o  

No ne  *.

N o n e - 
.. .d o  >. 

N o n e -

No ne .
Do.
Do. 1

Do.
No  sig .

No ne . 

No ne . 

No  sig.

1 Ca rr ie r r ep or ted no  re ve nu e tran sp ort  ope ra tio ns  a t al l for the year.

(Whereupon, at 11:55 a.m., the committee adjourned, to reconvene at 10 a.m., Wednesday, June 21, 1961.)
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W E D N E SD A Y , JU N E  21 , 19 61

H ouse of Representatives,
SU B C O M M IT T E E  O N  T R A N SPO R T A TIO N  AND A E R O N A U T IC S 

of the Committee on I nterstate and F oreign Commerce,
Washington, D.C.

The subcommittee met at 10 a.m., pursuant to adjournment, in 
room 1334, New House Office Building, Hon. John Bell Williams 
(chairm an of the subcommittee) presiding .

Mr. W illiams. The committee  will come to  order, please.
This morning the subcommittee will continue  its hearings  on the 

so-called supplemental air  carrier bills.
Our first witness is Mr. Clayton Burwell, president of the Inde­

pendent Airlines Association.
Mr. Burwell?

STATEMENTS OF CLAYTON L. BURWELL, PRES IDENT, AND DE WITT
T. YATES, GENERAL COUNSEL, INDEPENDE NT AIR LIN ES ASSO­
CIATION, WASHINGTON, D.C.

Mr. Burwell. Tha nk you, Mr. Chairman.
Mr. Chairman, I noticed in the paper this morning that there was 

a problem about some of the figures tha t were inquired about 
yesterday.

With y our permission, if you think it is appropria te, I would like 
to take 2 o r 3 minutes before my statement and try  to shed a little  
ligh t on some of the figures.

Mr. Williams. All right . Mr. Burwell, I notice tha t you have a 
rather  lengthy statement, some 40 pages.

Mr. Burwell. Yes, sir. I do not intend to read it, however, Mr. 
Chairman.

Mr. W illiams. I was going to say tha t the committee will be very 
happ y to  receive this  for  inclusion in the record the same as if it  were 

t read to the committee. We hope tha t we will have your cooperation
in a ttempting to expedite these hearings as much as possible.

I realize th at you are a very important witness in this  and I  do not 
want to cu t you off but we are up again st a time problem as you well 
know. Any cooperation tha t you can give the committee in tha t 
respect will, of course, be appreciated.

73
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(Tlie sta tement  referred to follows:)
Sta tem en t  by Cla yt on  L. B urw ell , P resid en t , I ndep enden t  A ir l in e s  

A ss ocia ti on  an d Su pple m e n t a l  A ir  Carr ier Confe ren ce

This is the 15th ann ive rsa ry of the  Supp leme ntal Air  Ca rri er  Indu str y—an ind ust ry of 25 ai r ca rr ie rs 1 cert ificated  by the  Civil Aero naut ics Boa rd 2 only to have the lega lity  of the  cert ifica tion  denied by the  Circui t Court of Appeals  for  the  Di str ict  of Columbia.3 The  Congress rescued the  ind ust ry from  this dis as ter  by passing Public Law 86-661, thereby val ida ting the  cert ificates  for a 20-month period. This  autho rity expires March 14, 1962. The mat ter came before the committee dur ing a particu lar ly hectic  stage of the  session,  which, on the one hand , makes us doubly grate ful to the  Congress for commuting the death  sentence of the  court and, on the  oth er hand,  gives us hope th at  you may now consider a more perman ent role for  the  supp leme ntal industry.We ask  you to do so because i t is impossible to o btain any financing o f modern equipment requir ing  amortization over 5- to 7-year  periods based  upon on 8 mon ths’ ope rating author ity . Moreover, the  ind ust ry is going br ok e4 5 * 7—I am gra teful to say it  is going broke a t piston engine not je t speed. We pre fer  a congressional diagnosis at  thi s session  to a congressional autopsy at the  next. Between 1950 a nd 1957, the ind ust ry had  a  profit  in 5 out of the 7 yea rs. From 1957 to date,  the  indust ry has shown losses each year,  and in 1959 and fiscal 1900, i t has shown losses too la rge to s us tai n much longer.
The prime reason  these  c ar rie rs have been forced to spend  more than  9 yea rs before  the Boa rd in a proceeding fo r cert ification and have been forced to take up the  Congress  time is the concern th at  if they are gra nte d any  author ity , it will res ult  in widescale diversion  of revenues  from the rou te ca rri ers who also have  the ir troub les. I believe it  will su rpris e you to learn th at  the maxim um domestic  tru nkline revenues even exposed to diversion  by su pp lemen ta l is less tha n thre e-fourths of 1 perc ent,3 and th at  th is is basically the  mag nitude of th e problem.
The 12 domes tic trunklines derived only one-half of 1 percent of thei r total tra nspo rt revenues  from ch ar ter ope rations  in 1959 a nd I960.8
The tot al tra nspo rt reven ues of these 12 c ar rie rs from domestic ope rations  in 1960 was slightly  less tha n $2 billion and  their  ch ar ter revenues  $10,414,000 o r approximately one-half of 1 percent. From  the table (exhib it No. 4) you can see th at  app roxima tely  the  same perc enta ge obtained in 1959.
This, ther efore, is the  maximum are a of competition  in the  field of domestic char ter —even if we dive rted it  all. It  is difficult to believe th at  a $2 billion a year indust ry of 12 c arr ier s can be hu rt by thi s one-half of 1 percent exposure or th at  the  myth of competition  in the  air lin e ind ust ry can surv ive on no ex­posu re a t a ll.
The  rem aining exposure  is in the field of individually ticketed  traffic car ried  by supp lemen ta l under the ir au tho rity to perfo rm 10 round tri ps  per month and  amo unts to an estimated twen ty-tw o one-hundred ths of 1 perc ent of the  tot al revenues of the  12 domestic tru nk  ca rri ers from  domestic o pera tions.’ The
1 See  su pple m en ta l a ir  ca rr ie r li s t (e xh ib it  No. 1 ).  In  ad di tion , th e re a re  4 sup ple-  m en ta ls  fo r wh om  ce rt if ic at es  hav e bee n reco mmen de d by th e  ex am in er  in  do ck et  5132 bu t th e  CAB  h a s  no t yet  ha d  an  opport un ity  to  g ra n t or  de ny  th e ir  au th o ri ty . F u rt h e r,  th ere  ar e 4 su pple m en ta ls  wh ose de ni al  of a cer ti fi ca te  by  th e  B oar d  in  do ck et  5182 is th e su bje ct  o f an  ap pe al  in  th e co urt s.  (S ee  e xhib it  No. 2.)2 D oc ke t No. 5182.
3 Uni ted A ir  L in es  e t al . v. CAB,  CADC No. 15 .025  e t al .4 S ee  ta ble  on  a 10 -y ea r co m pa ri so n of opera ti ng  re su lt s in  th e  su pp le m en ta l ai rl in e in d u st ry  (e xhib it  No. 3) .
5 T her e is  no  div er si onar y  ef fect  on th e  lo ca l se rv ic e or  o th er cl as se s of  ca rr ie rs  th a t  is di sc er ni bl e.
8 S ee ta b le  on  c h a rt e r re ve nu es  as  a  pe rc en ta ge of  to ta l tr a n sp o r t re ve nu es  of  do m es tic  tr u n k li n es in  do m es tic  op er at io ns , 19 49 -6 0.  (( E xh ib it  No. 4. )7 S ee ta ble  on d is tr ib u ti on  of  re ve nu e pa ss en ge r- m ile s ca rr ie d  by th e  su ppl em en ta l a ir ­line s,  19 55 -6 0,  sh ow ing 39 9.04 7.0 00  re ve nu e pa ss en ge r- m ile s flown  by su ppl em en ta ls  fo r 12 m onth s en di ng  Se pt . 30, 1960. Les s th an  '50 perc en t of  th is  is  es tim at ed  as  in di vi du al ly  ti ck et ed  tra ffi c, th e  g re a te r port io n  be in g c h a r te r  tra ffi c. Of th e  50  per ce n t or  200,0 00 ,00 0 re ve nu e pa ss en ge r-m ile s re pre se n ti ng  th e m ax im um  in di vi du al ly  ti ck et ed  traf fic m os t of i t  is  cr ea te d  traf fic  no t d iv er te d  be ca us e th ere  is  no co m pa ra bl e fa re  or  se rv ic e off ered by  th e  tr unks.  Assum ing th a t as  mu ch  a s  one- th ir d  of  th e  su pp le m en ta l tr af fic ac tu al ly  w as  d iv er te d o r 66 ,00 0,0 00  pa ss en ge r-m ile s,  th e  di ve rs io n is  on ly 0.2 27  per ce n t an d eve n th is  fig ure is  es tim at ed  on th e  hi gh  side. The  CAB fo rm s fo r su pp le m en ta ls  ha ve  no t u n ti l 119611 pr ov id ed  fo r a  br ea kd ow n of  in di vid ual ly  ti ck et ed  traf fic  an d henc e th e es tim at e.(E xh ib it  No. 5. )
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one-half of 1 percent of total  revenues  maximum exposure  on chart ers  and  the  
estimated  maximum exposure  of twenty-tw o one-hundred ths of 1 perc ent on 
10-trip  autho rity , when added , gives an overall exposure of seventy- two one- 
hundred ths  of 1 percent i n the  commerical domes tic held. Th is is all the  contest 
is about and has  been abo ut for  15 years, and  we’re stil l at  it. Dur ing thi s 
period, the  revenues of the  supp leme ntals  decre ased from $70 million  in 1952 
to $62.8 million in 1959 or a loss of $7 million  gross. During  the  same period, 
the  rou te carri ers increased  their gross from $1.75 billion in 1952 to $2.6 billion  
in 1959 for a  gain o f alm ost $1 billion.

During  thi s time the  ran ks  of the  nonskeds were cut  down from approxi­
mately 700 in 1947 to these supplemental* st and ing  here  today.

During  thi s time  they have  nev er aske d for or received a dol lar  of subsidy 
while  the  U.S. domestic rou te ca rr ie rs  for  domestic serv ices only received 
subsidy from 1939 to 1958 of $424,560,000.

During  thi s time  they have built  a  fleet o f 164 a irc raft,  of which 101 a re  over­
sea capab le, and  63 suitabl e for  suppor t of limited and gue rril la warfar e. This  
fleet can provide at  any  given time lif t fo r 9,855 personne l and  1,073 tons of 
equipm ent. They have more than  1,200 pilo ts and  suppor t more tha n 5,000 
mainte nance personnel.

During  thi s time the re have been only fou r signi fican t deve lopmen ts8 of new 
ai r tra nspo rta tio n ma rke ts and  the  supp leme ntals  have pioneered each of these. 
They ar e:

1. Aircoach travel.
2. The air fre ight  or  al l-carg o business.
3. Commercial a ir  charters .
4. The con tract ai r tra nspo rta tio n of personnel and  supplies for  the 

Milita ry Esta blishment.
Each of these imp ortant  fields w as pioneered and  developed—not by th e t ru nk ­

lines  with the ir tremendo us resources and  Government  pat ronage—but  by the  
new ca rri ers who came into  business  a fte r World War II.  Even a s lat e as 1951, 
the  spokesmen for  the  larg e airl ines, par ticu lar ly,  American, United,  and  TWA, 
were  telli ng the Congress  and the  Board th at  the  so-called airco ach experi­
ment was  completely unworkable. Yet the pioneering of the  “nonskeds,” as 
they were known in those days, cont inued to fill a risi ng demand and  to prosper 
in the  aircoach field un til  driven out  by the  Civil Aeronautic s Board.  Today, 
approximately 50 perc ent of the  trunkline sea ts are in aircoach .9 However, 
fares have been raised  to a point  at  which a new or lower economy service is 
aga in needed by th e mass of Am erican people.

At the  end of World Wa r II,  the  U.S. ai r tra nspo rt system had  no air fre ight  
segment at  all and ra tes for  the  tra nspo rta tio n of proper ty averaged app rox i­
mately 60 cents per ton-mile. Again, it  was the  new ca rri ers th at  b rought  these 
ra tes down to levels of around  18 cents to 20 cents per ton-mile, and these ra tes 
will be cu t fur ther  in the n ea r fu ture .10

The Boa rd found in the  Commercial Char ter Exchan ge case, docket No. 6580, 
th at  it  was  the “nonskeds” who had  pioneered and  developed the  commercial 
ch ar ter marke t. In the  Ju ly 1960 issue of Reade r’s Digest, an article,  ent itle d 
“How To Fly to Europe for  Less,” containe d the  follow ing :

“The supplemental air lines are responsible  for much of the  presen t zooming 
char ter  business. In  1955 when the  Civil Aeronautics Board permit ted  them to 
begin tra ns at lant ic  ch ar ter operations, only 18 ch ar ter groups flew to Europe . 
Today at lea st 1 of every  12 of the million-plus U.S. tour ist s to Europe goes by 
chart ere d plane.”

Along with the  aircoach,  the  ai rf re ight  and the  commercial ch ar ter market,  
it was  the  supp leme ntals  which pioneered the mi litary  contr act business along 
wi th the form er supplementals, such as Seaboard & Western,  Flying Tigers , 
Slick, Aaxico, Resor t and  Tr an s Caribbean. The percenta ge of dol lar  p art ici pa ­
tion  by c ar rie rs in the  MATS ai rl if t procurement, who were at  one time  supple­
mentals, for  the 4 yea rs—1955, 1956, 1957, and 1958—involved is 89 percent 
of the  t ota l.11

8 I t  may  be th a t  he li co pte r ro u te s and  lo ca l se rv ice ro u te  de ve lo pm en ts  a re  new m ar ket s 
in  which  th e  su pple m enta ls  w er e not  invo lved .

9 See ta b le  on ai rc oa ch  re ven ue  pa ss en ge r- m ile s in  do m es tic  tr u n k  a ir li ne  sc he du led 
se rv ices , 1949—60, sh ow ing th e  gro w th  of ai rc oa ch  a f te r  th e  “no ns ke ds ” po in te d th e way  
by oper at io ns in  194 6. 194 7, 194 8, 1949 , an d  195 0. (E x h ib it  No.  6.)

10 D oc ke t 810  of  Ju ly  1949  su pport s th e st a te m en t th a t  th e th en  su pp le m en ta ls  (now  
al l ca rg o ca rr ie rs ) deve lope d th is  in d u st ry  ag a in s t th e  op po si tion  of  th e tr unklines .

11 See st a te m en t of th e  do ll ar  am ount of co mmercial  a ir li f t pro cu re d by MATS du ri ng  
1955. 1956 , 1957, an d 195 8. (E xhib it  No.  7.)
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The pione ering  of su pp lemen tal and  the  apath y of old line  rou te ca rri ers to 
mi litary  contr act  business was  even more pronoun ced in the  field of domestic 
pass enge r mi litary  group tra nspo rta tio n where the  supp leme ntals  hav e car ried 
more than  thr ee- fou rths of the domest ic mi lit ary grou ps (CAM S) since  1951.

The  supp leme ntals  or form er supp lem enta ls hav e his tor ica lly  been the  ca r­
rie rs servicing the Logair fre igh t con tract for  the Air Forc e and  the  Qui cktr ans  
fre igh t co ntr act  fo r th e Navy for a lmo st 10  years.

The  ready ava ilab ilit y of the  supp lementa ls for  d efens e w as ill us tra ted in  19 48 
in the  Ber lin ai rli ft.  Representing only 5 percent of the  Nation’s civ ilian ai r 
tra nsp ort , the  supplementals  moved app roxima tely  25 per cen t of the  passen ger s 
and  57 perc ent of the cargo-to ns car ried by comm ercial air lin es in thi s stra teg ic 
opera tion.

In  1950, the  supplementals  supp orted the Korean  ai rl if t by supp lyin g over 
ha lf the  comm ercial capa bility called for  by the  mil itary.  Overseas, Nat ional 
Airways, a supplemen tal, charg ed the Gove rnment $1.17 per  mile for  DC—4 ai r­
cr af t in the Kor ean lif t while Pa n American was cha rgin g $1.60 per mile, 
United was char ging $1.70 per  mile and North we st was chargin g $1.75  per  mile, 
all  for DC-4  air craf t, and the  lar ges t loads were car rie d by ONA.

The supp leme ntals  flew the  firs t plan es to Vienna  in 1956 to ai rl if t the Hu n­
garian refug ees out  of Europe.  The Arctic DEW line  was supp lied in sub stan ­
tia l pa rt by supplementals. In  the  Leban on crisis , our ca rri ers were  to offer in 
respon se to an emergency phone call from  the mi litary  thi rty -ei gh t 4-engine ai r­
cr af t w ithin 4  hours.

In  its opinion in docket 5132, in November  1955, the CAB st a te d : “The con­
tinu ed existence of their  [sup plem enta l ai r ca rr ie rs ] fleet i s of r ea l value in term s 
of the  nat ion al defense * * * it is evid ent th at  the  [su ppl em ent al]  ai r ca rr ie rs  
have  the n eces sary  flex ibility to me et the demands  of the mi lita ry. ”

In  December of th at  same year,  the  CAB cha rac ter ize d the supp leme ntal in­
dus try  a s : "A r eserve ai r fleet, capable  of  being called  into  action  to mee t e mer­
gency t ran sportat ion  needs  w ith  a m inimum a mount  of notice.” 12

Gen. Will iam Tunn er, form er comm ander of the Mil itary Air Tr an sp or t Serv­
ice, test ifyi ng last year before the  House Armed Services Commit tee, in com­
ment ing on a provis ion in a rep ort  to elim inate comp etition  for  MATS con trac ts 
said  : “This  would, of course, elim inate from competition  some fine su pple men tal 
ca rri ers  who hav e contributed  a gr ea t deal in time  of emergency to the De par t­
ment of Defense a ir lif t needs.”

He wen t on to com men t: “The  elim inat ion of comp etition  will tend to restr ic t 
the  grow th of the  ai r ca rri er  ind ust ry as a whole and  it is likely  to hav e a dis­
ast rou s effect, p art icu lar ly on t he  sm all busi ness  co ncerns  of  thi s cou ntry .”

So much for  the  pioneering of the  supp lementa ls which  ha s created new pools 
of traffic for  the  rou te ca rri ers and  which has served as a yards tick to me asu re 
the claims of public service  and  nat ion al ut ili ty of the  big carrie rs.

While  we app rec iate  the desi re of the  Boa rd to ass ist  us thro ugh  H.R. 7318 , 
intro duce d by the  cha irm an of the  committee, it  f ail s to cla rify  ce rta in problem s 
or to consider any expan ded autho rity , which if hand led by the  Board, would 
res ult  in hea rings so extended  th at  the  ind ustry  will peri sh befo re rel ief  could 
be exten ded if deserved . After 9 yea rs of “due proce ss” at  the  Board, the st ar t 
of ano the r cycle by asking for  any  expand ed autho rity the re would be fa ta l 
whe ther  they wish  us well or not. We, ther efo re, ask you to cons ider a mini­
mum bill of rig hts  or au tho rity for us in legis lation.

H.R. 7512 introduc ed by Congre ssman Moulder seeks to cla rify  and  expand  
our autho rity  in three pa rticu lar s in effect by amen ding subsec tion (3 3)  of the 
Fed eral  A viation Act o f 1958, a s amen ded.

The first  change suggested by H.R. 7512  is a definition of ch ar ter as—“Air 
tra nsp ort ati on  perfo rmed p ur su an t to an agr eem ent for  the  use of the  ent ire  c a­
paci ty of a n ai rc ra ft. ”

The difficulty with the  pres ent situa tio n is th at  the  Board by regu latio n, pa r­
ticu lar ly in the  foreig n field, can term ina te, obscure, or restr ic t a ch art er to 
wha teve r it  pleases. No banker will lend money fo r the developm ent of a m arket 
the dimens ions of which are the const ant  subj ect of debate and  which can be 
elim inate d by the stroke of a  burea ucrat ic pen. The bank req uire s a tit le to your 
land  by metes and bounds before  it will lend money for  you to build  a house 
on the land. In this business,  he wa nts  a fa ir  assu ran ce th at  the ma rke t will,

12 O rd er  No. E -9 884.
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not be redefined  aw ay  fro m the  supp lem en tal s if the y deve lop it suff iciently  to be 
abl e t o repa y h is  fin anc ing.

Un der th e Bo ard's so-called tr an sa tl an ti c ch ar te r polic y,13 th e quest ion  of 
w ha t is an d is no t a ch ar te rw or th y or bon a fide gro up is th e su bjec t of minute 
an d re st rict iv e ru les wh ich  would  ha ve  de lig hte d medieval  log icians and pet ti ­
fog ger s but ar e no t ap pr ec ia ted by a ch ar te ring  group , who merely  wi sh  to trav el  
wi tho ut runn ing afou l of th e U.S. G overn me nt. 14

Th e CAB qu es tio nn ai re  fo r ch ar te rs  se ts fo rth  a form idab le se t of questio ns  
ad dressed to the ch ar te re r or  lead er  of th e gro up th e an sw er  to ma ny  of wh ich  
mus t be ba sed  on he ar say.

To be s ure, th e ch ar te re r is no t c om forta ble  ab ou t answ er ing th e qu es tio nn ai re  
whe n advised th a t an y misstat em en t ma y subje ct him to a fine no t to exceed 
$2,000 or im pr iso nm en t no t to exceed  5 ye ar s or both . If  the grou p lead er  is  
ha rd y eno ugh  to pe rs is t in  a de si re  t o trav el  by a ir  ch ar te r and ri sk  involv em ent 
with  th e FB I, it  m us t ca st  a pa ll on hi s tr ip  wh en he  contem plate s th e con se­
quences of fu rn ishi ng  th e sl ig ht es t er rone ou s in fo rm at ion.  Surely, th is  is no t 
th e way to ge ne ra te  mo re a ir  trav el  ei th er  fo r th e supp lem ental s or th e la rg e 
ro ut e ca rr ie rs .

Mr. Ch air man , we ha ve  co ns ist en tly  asked th a t un real is tic  re st rict io ns  an d 
comp lications enc ompasse d in th e def ini tion  of ch art er  ai r tr an sp or ta tion be 
re lax ed  in or de r th a t th is  va st  po tent ia l m ar ke t of a ir  tr an sp or ta tion  may be 
fu lly  explo ite d by th e supp lem en tal  a ir  car rier s.  Over 5 y ea rs  a go in 1955, a ft er 
ma ny  ye ar s of he ar in gs  an d rece ip t of evid ence, th e Civil Ae ronaut ics  Bo ard 
fou nd  th a t the su pp lem en tal  a ir  ca rr ie rs  sho uld  be allo wed to pe rfo rm  an  un­
lim ite d numb er  of  c har te r flig hts  w ith in  th e dome stic  U nited St ates  an d “char te r 
op erat ions  fo r th e ca rr ia ge  of passenge rs in in te rn at io na l op erat ions  on an  in di ­
vidu al exe mp tion basis  * * ” A fter  an ot he r ex ten siv e he ar in g before th e
Civ il Aeron au tic s Bo ard , th e su pp lem en tal  ca rr ie rs  we re acc ord ed au th or ity to 
pool th ei r equip me nt an d resources f or  t he  p er fo rm an ce  o f i nt er na tiona l ch ar te rs  
on an  a ir  exchange  basis .14 Thus,  even in 1955 an d du ring  all  tim es sinc e, th e 
in te rn at io na l ch ar te r m ar ke t wa s con sid ere d as  v ita l to th e welfa re  an d economy 
of the Na tio n as wel l as  to th e supp lem en tal  ca rr ie rs ’ he al th y gro wth. Pr om ul ­
gatio n over th e years, how ever, of a rig id an d com plicat ed pr oc ed ural  st ru ct ure  
des ign ed to  con fine  t he  c ha rte r-wor th ines s quali fic ations of a given  ch art er  g roup  
ha s resu lte d no t only  in  s tu nt in g th e overa ll dev elo pm ent of the marke t, bu t u tt e r 
cha os and fr ust ra ti on  in  fa r too ma ny  ins tan ces. Th us , ma ny  su pp lem en tal  
ca rr ie rs  fu lly  qua lified and able to en te r in to  the  t ra nsa tl an ti c ch ar te r field ha ve  
been  ex tre mely  re lu ct an t to  tac kle  th e pro ble m of  ge ne ra tin g suff icient traf fic,  
wh ile  a t th e sam e tim e keeping  th ei r so lic ita tio n an d pe rfo rm an ce  ef fo rts  w ith in  
the  ru les an d regu la tio ns  of th e CAB.

Usual ly,  in te re st  in an  in te rn at io na l ch art er  re su lt s fro m an  inqu iry  by som e 
organiz ati on , school,  pl an t or club to  t he  supp lem en tal  a ir  c ar ri er s’ ai r exchange  
in Wa shing ton . D.C., or  to the ca rr ie r di rect . Th e ch ar te re r is told th a t it  mus t 
ch ar te r and pay fo r th e en ti re  a ir c ra ft  and m us t qu al ify  as  a bona fide gro up  
with in  the  ru les and regu la tio ns  of th e Civ il Ae rona ut ics Bo ard . In  pr ac tic al ly  
al l instan ce s th e ch art er er  h as  no kno wledg e of  th e ex ist en ce  of th e CAB nor it s 
ru les and regu la tio ns  pe rtai ni ng  to ch ar te r flights.  Thus,  an  ex ten siv e ind oc­
tr in at io n is begun with  th e ca rr ie r ende avor ing  by  le tter , tel eph one and pe rson al  
con ference to ac qu ai nt  th e ch ar te re r with  it s ob lig ati ons in  or de r to qu al ify  fo r 
it s requested  tran sp or ta tion . Th e ca rr ie r’s fo remo st in te re st  is to co ns tant ly  
kee p the ch ar te re r fro m giv ing  up  the  effort  bec aus e of th e sheer we ight  of pa pe r­
wo rk and  va rio us  as su ranc es , sworn  statem en ts , ex pl an at ions  and so fo rth  
necessa ry p rio r to o btaining  th e official B oa rd  o rd er  a pp rovin g t he  pr opose d f ligh t.

Many tim es a “qua lif ied ” gro up  does  no t know  of  it s approv al or dis ap prov al  
un til  ju st  ho ur s befor e fligh t tim e—th us  giv ing  ris e to a sit ua tio n wh ich  un de r­
sta nd ab ly  cr ea te s a re al  panic among  pe rso ns  an tic ip at in g a ch er ish ed  reun ion  
wi th loved ones in th e “old  co un try .” One suc h grou p ser ves as  an  exam ple  of 
the  tr ia ls  and  tr ib ul at io ns  co nf ronti ng  both ca rr ie r an d prospecti ve  ch ar te re r 
and  th e fol low ing  chr ono log ica l r£su md fa ir ly  se ts fo rth an av erag e proced ure 
wh ich  may or may no t re su lt  in th e aw ard of an  exe mp tion from th e CAB to 
pe rfo rm  the flight.

w E xh ib it  No.  8.
14 See p a r t I I  of ap pli ca ti on  fo r a u th o ri ty  to  co nduct  tr a n sa tl a n ti c  pas se ng er  c h a rt e r 

fl ig hts —'S ta te m en t of su pport in g  in fo rm at io n . (E xh ib it  No.  9.)
15 CA B O rd er  E -9 74 4.  da te d  Nov . 15, 195 5.
’« CAB O rd er  No. E -1 4638, dat ed  Nov . 12, 195 9.
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A w in te r sj xj rt s cl ub  de si re d ch art e r tr an sp o rt a ti o n  ab oar d a su pp le m en ta l a ir li ner.  I ts  m em be rshi p co mpr ise d some 300 to 400  p er so ns  wh o ha d fo rm ed  th e  club  se ve ra l years  pr ev io us  to  deve lop  a se as on al  pro gr am  of  re cr eati onal act iv ­it ie s in cl ud in g th e  w in te r sp ort  of  sk iin g.  T he gr ou p,  up on  le arn in g  of  th e  su pp le m en ta l c a rr ie rs ’ e co no mical ra te s fo r in te rn a ti ona l c h a rt e r tr ansp ort a ti on , co nt ac te d a  su pp le m en ta l ca rr ie r fo r th e pu rp os e of  chart eri ng  an  a ir c a ft  fo r 75 of  it s mem be rs  to  fly to German y fo r a  ho lid ay  of w in te r sp or ts .A ft er  se ve ra l day s of  qu es tion in g an d in doc tr in at io n, th e c a rr ie r w as  su cc es s­fu l in  co mplet ing w ith  th e chart e re r a det ai le d ques tionnai re  to  be tiled  a ft e r ve ri fica tio n an d mim eo gr ap hi ng  w ith th e  Civi l A er ona utics  B oar d  in a fo rm al  ap pl ic at io n w ith 20 co pie s fo r adm in is tr a ti ve pu rp os es . P ri o r to  til ing of  th e fo rm al  ap pl ic at io n by th e ca rr ie r,  th e  ne ce ss ar y c h a rt e r ag re em en t be tw ee n th e a ir li ne  an d th e  club  w as  su bm it te d to  th e B oar d  fo r p re lim in ar y  per usa l—al l ac co rd in g to  th e  ru le s an d re gu la tion s su rr oundin g in te rn ati onal c h a rt e r tr a n s ­port at io n.  Sho rt ly  a ft e r fili ng th e ap pl ic at io n,  th e  CAB  ad vi se d th e  c a rr ie r th a t ad d it io nal in fo rm at io n wou ld  be ne ed ed , i.e.,  a co mplete an d cu rr en t m em be r­sh ip  li st  of  th e  clu b, to get her  w ith ad vi ce  th a t a ll  pe rs on s to  go on th e  c h a rt e r m us t ha ve  bee n mem be rs  of  th e clu b fo r a t le ast  6 m on th s, and an  expla nation  of th e  de ta il ed  co st  ac co un ting  of  fu nds as  se t fo rt h  in  th e  ap plica tion an d su pp lie d by th e grou p.  At  th is  i>oint, a m ajo r sc he du led tr u n k  a ir li n e  tiled  a fo rm al  pr ote st  to  th e  el ig ib il ity of  th e  ch a rt e r fli gh t, se ver al  pa ges  in  leng th , a l­leg ing am on g o th er th in gs th a t it  ne ed ed  an  ex te ns io n of  th e  B oar d’s pro ce dura l tim e in  which  to  til e a fu r th e r an sw er  to  th e  su pp le m en ta l c a rr ie r’s ap pl ic at io n.  The  CAB th en  r eq ui re d a  re su me of  te ch ni ca l fl ig ht  s to ps  which  wou ld be mad e— •th us  nec es si ta ting a le tt e r from  th e  c a rr ie r to th e  B oar d en de av or in g to  answ er  th e se ve ra l qu es tion s ra is ed . M ea nw hi le , th e c a rr ie r’s at to rn ey s,  in ord er to pr ot ec t th e  a ir li n e ’s in te re st , w er e compe lle d to  file a fo rm al  mim eo gr ap he d re pl y to  t he  C AB of  som e five pa ge s in  le ng th  in  answ er  to  th e  flag c a rr ie r' s  oppo­sit ion.  F light tim e w as  now ap pr oac hi ng  a nd  th e chart e re r ha d no  w ay  o f  kn ow ­ing w het her  it s tr ip  wou ld  be  flown or  no t. A few day s la te r,  in ord er  to  mak e it s ap pl ic at io n be fo re  th e B oa rd  mor e pr ec ise,  th e  c a rr ie r tile d an  am en dm en t to  th e fo rm al  appli ca tion  se tt in g fo rt h  an  in cr ea se  of  tw o pe rs on s in th e  ch art e r grou p, to get her  w ith  o th er in si gn if ic an t da ta . Su bs eq ue nt ly , th e  flag ca rr ie r opposin g th e ch a rt e r file d a six- pa ge  for m al  do cu m en t be fo re  the B oa rd  in  fu rt h e r pu rs u it  of  it s ef fo rt s to  pr ev en t th e  fl ight  fr om  mo ving  on th e su pp le m en ta l ai rl in e.  Thi s fil ing  co mp ell ed  a tt o rn eys fo r th e ca rr ie r to  f ile a fo ur -p ag e an sw er , al l m im eo gr ap he d and  prepared , in  ac co rd an ce  w ith  th e  B oar d’s fo rm al  re quir e­men ts . N otw ithst an din g th e fo rego ing,  th e  co rres po nd en ce , te le gr am s,  te le ­ph on e ca ll s and per so nal  co nf er en ce s be tw ee n th e  chart eri ng  gr ou p,  th e  ca rr ie r an d th e a tt o rn eys fo r bo th  th e chart eri ng  gr ou p an d th e carr ie r,  co ns um ed  an  in es tim ab le  a m ou nt  o f t im e,  e ffor t an d ex pe ns e to  a ll  c on ce rned .F in al ly , ju s t hours  p ri o r to  th e take of f tim e,  th e CAB issu ed  an  ord er  g ra n t­ing th e  ap plica tion an d al lo win g th e  g ro up  t o  m ove . A t no  tim e p ri o r to  i ss ua nc e of  th e  offic ial B oar d  ord er  was  th e  gr ou p as su re d  th a t it  wou ld  or  wo uld no t move.
F our da ys  su bs eq ue nt  to  depart u re  of  th e  ch a rt e r fli gh t th e fla g ca rr ie r which  had  opposed th e  ch a rt e r in  th e fi rs t plac e pr oc ee de d to  file a  fo rm al  mi me o­gr ap hed  do cu men t w ith  th e  CAB ob je ct in g fu r th e r  to  th e  B oard ’s ea rl ie r ap ­pr ov al . Thi s fil ing nec es si ta te d co un se l fo r th e  ca rr ie r to  file  a  re pl y—als o mim eo gr ap he d and const itu ting  a pa ge  an d a  ha lf . Some  30 day s a ft e r th e B oa rd  ap pr ov al  of  th e  chart er,  a tt o rn eys fo r th e  ca rr ie r w er e co mpe lle d to fu r th e r sa ti sf y  th e  C AB by c or re sp on de nc e ex pla in in g o th er m in or  de fic ien cies  in th e  pe rf or m an ce  of  th e fl ight  an d.  fin all y,  a m on th  an d a  ha lf  a ft e r th e  Boa rd  g ra n te d  th e ex em pt ion fo r th e fligh t, th e B oard  issu ed  an oth er fo rm al  or de r re fe re ei ng th e co nt ro ve rs y be tw ee n th e  su pp le m en ta l ca rr ie r an d th e  flag lin e by  fin ding  in fa vor of  th e  su pp le m en ta l ca rr ie r.  W ithout qu es tio n,  th is  club w ill  n ev er  e nd ea vo r t o chart e r anoth er  a ir p la ne.
In  anoth er in st an ce , th e B ri ti sh  B a r A ss oc ia tio n mem be rs  who  ca me ov er  la s t su m m er  to  p art ic ip a te  in th e ac ti v it ie s of  th e  Amer ican  B ar Assoc ia tio n w er e he ld  to  be  not chart erw ort hy  be ca us e th e gro up of which  th ey  a re  m em be rs  is la rg er th an  th e  B oar d po licy per m it s.  The y ca me by  ch a rt e r to  C an ad a an d arr iv ed  her e pe rp le xe d an d re se ntfu l of th e  e x tr a  co st  th ey  w er e pu t to  by  the Boa rd .
Mr . C hai rm an , w ithout bur de ni ng  th e re co rd  w ith  th e  co mplete file on the fo re go in g ca se s—an d I ass ure  y ou  t h a t th ere  a re  man y,  m an y si m ilar  in st an ce s—■ we  ho pe  th e co m m it tee w ill  unders ta nd  th e fr u s tr a ti o n  of  our ca rr ie rs  in  en-
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•deavoring to at trac t ch ar ter tra nspo rta tio n when cons ideration  is given to the  
unrea list ic and burdensome barri ers in the  way of prop er exploitation necessary 
for  the development  of the  market.

The foregoing proc edure is bad enough to dampen any prospective  ch ar terer’s 
desi re to travel  by ai r—thus, the  compelling reason for our  desi re to receive a 
much less res tric tive comprehens ion of wh at con stitutes a valid ch ar ter of our 
aircrJ ift. In  marked co ntrast we would like  to pre sen t for  your considera tion,  
the  curre nt opera tion s of air lines which do not hold cert ifica tes or other au tho r­
ity whatsoever from the Civil Aeronautics Board.  One such ca rr ie r’s business 
is openly th at  of tran sa tla nt ic  ch ar ter tra nsp ort ation . Its operations and  main­
tenan ce base  is located in Cal ifornia  and exec utive offices are maintained in 
Luxembourg and New York City. It s flight equipment  consists of 4 DC-4 
ai rc ra ft  sui tab le for the  carriage of passengers on long ove rwa ter flights. In 
1959 and 1960 the  ca rr ie r perfo rmed 32 “ch ar te r” for  a specified ra te  between 
poin ts in the United State s and  points overseas . The “ch ar ters” performed, 
among others, were for the Hamil ton Sta ndard  Employee  Group, the  Canadia n 
Youth Hostels Association, American Youth  Hostels, Inc., Michigan Council of 
Churches, American  Stu den t Inform ation Service, Association of World Trav el 
Exchange and others—all of which  const itu te precisely the  same type  of group 
transp ort ation  desi red to be tra nsp ort ed  by supplemental air lines und er their  
ch ar ter autho rity.”  Yet, each of the  forego ing chart ers  were perfo rmed with­
out any refe rence whatever  to the CAB’s rules and  regulat ions . No applicatio n 
was  filed and no Boa rd autho rization was either sough t or obtained.

The forego ing illus tra tes on the one han d the highly and, we believe, unwar­
ran ted  res trictive  na ture  of the  supp lementa l’s autho rity to perform int erna ­
tion al charters , and  on t he  other  hand the complete freedom  accorded to c arr ier s 
which, perh aps,  fortu na tel y for  int ern ational char ter purposes, are  not  with in 
the  jur isd ict ion  of the  Civil Aeronautic s Board . The  freedom of char ter  as 
accorded to such ca rri ers by reason  of their  being withou t the  ju risdic tion of the 
CAB at  the very  l east m akes  a  complete mockery of the very  st ringent b ar rie rs to 
the  suppleme ntal ca rr ie rs ’ partic ipa tion in the  same market.  At th is juncture, 
alth ough the  Civil Aeronautic s Boa rd’s Office of Enfo rcem ent has  compla ined 
th at  such ope rations  ar e in violation of the  Fed era l Aviat ion Act, a CAB ex­
aminer, af te r ful l hearing , has  found to the  con trary.18 Thus, even though the  
Board i tse lf has not yet issued its  decision in the  case, the  supplemental ai r ca r­
rie rs are  confident  th at  the  ma tter, by reason of the  examiner’s repo rt, is con­
trover sia l enough  as to require  months or years  of process  thro ugh  the  courts . 
Should  the  u ltima te determ ina tion be in favor of Seven Seas Airlines, Inc., then 
the supp leme ntal ca rri ers will have indeed  experienced a bi tte r and  un for tun ate  
decad e of compliance with illegal res tric tions—for the gist of the  exa miner ’s 
finding is simply th at  ch ar te rs  ar e not, in fact , common carriage  and,  the re­
fore, outs ide the  jurisdi ction  of the Civil Aeron auti cs Board .

Fu rth er,  the  CAB sta tis tic s ind icate th at  carriage of ch ar ter flights by the  
foreign ai r ca rri ers agg rav ate s the  excessive outflow of American dollars.  Be­
tween  1959 and  1960 (Ap ril-Sep tem ber) the  number of tra nsat lant ic  ch ar ter s 
ca rried  by U.S. ca rri ers was about the  same, while  the foreign ai r ca rri ers in­
creased thei r number by almost 400 pe rce nt;  namely, from 281 in 1959 to 1,018 
in 1960.

Pro rata  charter operations between the  U.S. and Europe

U .S .-fl ag  
ro u te  ai r­

line s

Fore ig n  ai r 
ca rr ie rs

All- ca rgo and  
su p p le m en ta l 

ai rl in es
T o ta l

N u m h er of  1 -w ay  tr ip s :
1959 - _____ ____ - ................. ................. 213 281 265 759

I960 ____________________________________ 287 1,018 226 1,531

N u m b er of 1- way  pa ss en ge rs -
1959 _________________________ 17,240 22,342 24.199 63, 781

I960 ________ ___ ______ _____________ 23, 745 83, 506 22,301 129, 552

Why is it  the  Board tak es all  thi s effort to nar row  the  common law definition 
of “chart er, ” the  In ters ta te  Commerce Commission and Mar itime Commission

17 Seven  Sea s Air lin es . In c. , en fo rc em en t pr oc ee di ng  D oc ke t No. 110 96.
18 I n it ia l de ci sion  of Rus se ll  A. P o tt e r,  h eari ng  ex am in er , Nov . 16, 196 0.
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concept of “c h art er” an d to na rrow  th e def ini tion of “c hart er ” as  appl ied  in mo st Eu ro pe an  co un tri es ?
Pr es um ab ly , it  re pr es en ts a fren et ic  ca mp aig n to eli min ate th e possi bil ity  of one  tr av el er  ge tti ng  in to a ch ar te r gr ou p who might  be force d to buy  an  ind ivi d­ua l se at  a t an  IAT A fa re  across th e Atla nt ic .”*Th is eff or t of th e Board  to shoo any tr an sa tl an ti c tr av el er  thro ug h IATA  tu rn st il es  a t hig h pri ces is no t co ns ist en t with  th e Bo ar d’s re pe ate d dis cla im ers  of re sp on sib ili ty  fo r IAT A’s ca rt el  pri ce  fixing  on th e grou nd  th a t th e Bo ard  ha s no ju ris di ct io n < ver tr an sa tl an ti c ra te s.  Th e Bo ard  ha s ad op ted  th e IATA con cep t hook, line , an d sin ke r on ch ar te r def ini tio n an d th e pu rpos e of th e con­cept, wh en con ceived  by IATA , wa s to force eve ryo ne in to an  IAT A se at  at  IAT A fixed pr ices  o r the  t ra ve le r stay s a t home .Th e rec en t bill  bef ore  th e Su bco mm itte e on Com merce an d Fi na nc e of the  Ho use  In te rs ta te  an d Fo rei gn  Com merce Com mit tee,  H.R. 461 4, see ks to  pro mo te trav el  an d to ur ism  by foreign ers to th e Un ited  St ates  in or de r to am el io ra te  th e outf low  of ap pr ox im ately $1 bil lio n an d to  pro mo te a be tte r un de rs ta nd in g of  Am eri ca by fo rei gn ers . We bel ieve th e pu rposes so ug ht to be achie ved by th is  bill can  be fu rt he re d by clar ify in g an d am pli fy ing  t he  ch ar te r con cep t ac ross th e Atla nt ic.  Th e ma ss  of Eu rope an s ca nn ot afford  IAT A fa re s of 6.5  ce nts  pe r mile—p ist on  engin e “economy”—o r th e 7.1 ce nts  pe r mi le on je t econ omy clas s. Most of the m, how eve r, mus t come by a ir  bec aus e th ei r va ca tio ns  ar e no t long  eno ugh  to com e by b oat.

Fo r ma ny ye ar s th e Br iti sh  Go ver nm ent ha s pe rm itt ed  th e B ri tis h ind ep en d­en ts (su pp lem en ta l ca rr ie rs ) to ca rr y pla ne loa ds  of tr av el er s on all -ex pense to ur s th ro ug ho ut  Eu rop e an d hu nd re ds  of thou sa nd s of Bri tis he rs  an d ot he r Eu-  roj>eaus trav el  in th is  ma nner.  Th e nu mb er  of lar ge  package d to ur s bro ught to Am eric a in th e la st  few  y ea rs  b y a ir  i s re la tiv el y ins ign ifi cant comp are d to th e po ten tia l. Le roy  To urs , a well-k now n B ri ti sh  to ur  orga niz er,  la st  ye ar  ca rr ie d ove r 5 0,0 00 B ri ti sh  p ass enge rs to th e Co nt ine nt on pac kag ed to ur s an d none to th e Un ited State s.14 He  s ta te s : “T he re  is no do ub t th at we  hol d a va st  po tent ia l fro m ou r U nit ed  Kin gdo m cli en ts fo r ‘pa ck ag e’ t ou rs  to th e U.S.A .”He  goes on to  st at e th at  pro mo tin g th e po te nt ia l to ur is ts  to  the  Un ite d St ates  is hop eles s w ith  exc ess ive  t ra nsa tl an ti c ch ar te r ra te s an d w ith ou t re as on ab le  all- in te rm s fo r acc om mo dat ion  a nd  food  in th e Un ite d State s.An oth er lea din g Bri tis h trav el  agen t, La ns ea ir,  thr ou gh  it s dir ec tor , Mr. He nry  C. M or rit t, s a y s :"  “We do fee l th a t th er e is a fa nta st ic  po te nt ia l w ith in  Eu­rop e fo r trav el  to th e wes t, bu t th is  wi ll alway s remain  lar ge ly  un av ai la bl e to  u s al l wh ile  th e pr es en t fa re  st ru ct ur e an d ba sis of ch ar te r op er at io ns  tr an sa t-  lanti cw ise  a re  ke pt  to th e pr esen t re gu lat ion s, an d we als o fee l th a t in view  of the  fa ct  th a t yo ur  or ga niz ati on  is now  en te ring  int o the  Eur op ea n/ U ni ted St ates  tra fic  in a ve ry  serio us  ma nn er,  th a t th ro ug h yo ur  good offices som e app roach coul d be ma de  to th e CAB, an d an y ot he r au th or ity nec ess ary , wh ere by  some defin ite  re la xa tio n of th e pr es en t re gu la tio ns  cou ld be br ou gh t ab ou t fo r the  Eu rope an  traffic  to th e west, wh ich  would  ena ble  th is  pr es en t un eq ua l bal anc e to be leve led ou t by giv ing  th e Eu ro pe an  to ur is t th e op po rtu ni ty  to  vi st the  W es ter n Hem isp he re  on a  m ore  re al is tic  f ar e ba sis .”A prom in en t ar ticl e in th e B ri tis h Tr av el  Tra de  Gazet te, en tit le d “W an ted , an  All -In  To ur  to th e United  St at es  fo r 20 0 Po un ds ” (5 60 ) pr es en ts th e view  of Th om as Cook & Son, Am eric an Ex pre ss,  an d several  ot he r wo rld -re nown ed to ur  op er at or s to th e effe ct th at  th e fir st step  in pro mo tin g sig ni fic an t to ur ism  to  Am eric a is th e pro vis ion  of econom ical  package d to ur s with in  th e re ac h of th e Eu rope an  pock etbook .22

We beli eve  th a t so long  a s IAT A co ntr ols  th e pr ice  of all  th e a ir  trav el  acr oss  th e oce ans  th a t th e pur poses  of H.R . 46 14  to  st im ul at e sig ni fic an t in cr ea se  of forei gn  to ur is ts  to Am eric a wil l die  aborn ing . Th is is ce rtai nl y tr ue if  th e Civil  Ae ron autics Bo ar d con tin ues  to  foll ow th e lea d of IATA in th is  ar ea . On th e co nt ra ry , th e st im ul at io n of ch ar te r se rvi ce  and au th or ity to  ca rr y pla ne loa ds  of all -ex pense  to ur is ts  fro m Eu ro pe  a t less er  ra te s will dev elop th e traffic  ver y rap idl y. For  th es e rea son s, we as k you to defin e an d cl ar ify a “c hart er ” ra th er  th an  for ce  us  to  hav e it  defin ed by IAT A, who will ce rtai nl y define  us ou t of business .

19 T he  m in im um  pi ston  en gine  “e conomy  cl as s”  IA TA  fa re  Ne w Yo rk  to  Lo nd on  fo r th is  su m m er  is $450  ro und tr ip  or  6.5  ce nt s pe r mile  if  you ca n get  a se at . T he minim um  eco no my  pure  je t fa re  is $486 ro un d tr ip  or  7.1 ce nts  pe r mi le.20 S ee le tt e r  from  Le roy T ours  (e xh ib it  No. 10).21 See  le tt e r  o f .Tan. 26, 1961, fr om  L anse air  (e xh ib it  No. 11 ).29 E xh ib it  No. 12.
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The second change rela ting to cha rter  in II.R. 7512 is a proposal to give the 

supplemental air  carr iers  the right  of “first refusal” in the cha rter  field. His­
torically, the sup plementa l have believed in free competition but have never 
been permitted to compete wi th anyone basically except one another. They be­
lieve tha t the airline system today would be improved by competition but are 
skeptical tha t significant competition will ever be allowed. Consequently, if 
the system is to be one where everybody is protected, they certainly  would like 
to have a  modest amount of protection for themselves.

The Board has said repeated ly tha t the sup plementa l pioneered the cha rter  
mark et and th at  the development should continue. Last  year, CAB Member 
Chan Gurney, in a lett er to the chairman of this committee, dated May 18, 1960, 
stated: “It  is my firm belief tha t the future  of the supplemental air  car rier  in­
dust ry lies in the fur the r development of the charter  market—and not in at ­
tempting to engage in route-type operations  of any kind.”

One of the practi cal problems arising from lack of protection in the char ter 
mark et is the fac t th at the cha rter  operations of the route  carr iers  are sporadic 
and unpredic table and cha rter  operations  are  a mere minor byproduct of their  
overall operations. For instance, they may have idle piston engine equipment 
on hand await ing sale and durin g this  period get into the cha rter  mark et tem­
porar ily only to leave it suddenly, creatin g violent fluctuations.

The right of first refusa l would not mean tha t the supplementals would get all 
the cha rter  business. For those char terers who wanted jets, for those who 
wanted super deluxe, first-class accommodations, we would not be able to ac­
commodate them and they would go with the big carr iers.  The supplementals 
never have and never will concentra te on t hat type of market.

There have been many speeches recently from aviatio n leaders, both Govern­
ment and industry, pointing to a need for a clearer  alinement of air  transpor t 
functions by classes of carrie rs, which I presume means tha t each class of 
carr iers  should have more protection. If the system is to be one of more 
protection, we think  we should have some. If it is to be one of more competi­
tion, we would like to be able to compete.

The third and las t substa ntive amendment proposed in H.R. 7512 is to p ermit 
192 round-trip flights per year  between any two points in the United State s 
for the carriage of individua lly ticketed passengers or individually waybilled 
cargo in lieu of  the present  auth ority limited to a frequency not to exceed 10 
trip s per month.

If viewed on a monthly basis, this would represent an increase from 10 to 16 
trip s per month.

The Select Committee on Small Business of the U.S. Senate afte r studying this 
problem in 1953, recommended a minimum figure of 14 or  15 flights per month.23

The figure of 10 trips  per month was set in 1955 by the Board in its interim  
orde r in docket 5132. At th at time the number of seats and schedules offered 
by the big carriers was many, many times less than  those offered today, par ticu ­
larly  with the advent of jets. In other  words, the Board tied us to a stat ic 
concept in a dynamically increasing indus try in which the most prominen t 
char acte ristic is a prolife ration  of seats and schedules by the route carrie rs.

If the same ratio of seats offered by the supplementals to the seats  offered by 
the big carr iers  in 1955 were applied today, it would be necessary to gra nt the 
supplementals  fa r more tha n the auth ority  for 16 trips per month. It  seems 
only fai r to consider adju sting the trip  autho rity in the light of today’s s itua tion 
rather t han tha t of 1955 or earlier.

By the terms of the order in docket 5132, the trun k carr iers  were permi tted 
to apply for a reduction of the 10-trip auth ority if they could show th at the use 
of this  auth ority  was injuring them. I am not aware th at  they have sought to 
have the authority  reduced, and it is, therefore, difficult to believe tha t it has 
been a serious fa ctor affecting their  fortunes.

In this connection, Senator Monroney said on page 190 of the hearing s before 
the Aviation Subcommittee of the Committee on Int ers tat e and Foreign Com­
merce U.S. Senate on S. 1543 tha t afte r reviewing the growth of revenue 
passenger-miles of the scheduled airline s and contrasting tha t growth with the 
growth of the revenue passenger-miles of supplementals, tha t the big car rier s’ 
fears seem to him like those of a 707 or DC-8 being a fra id tha t a Piper Cub is 
going to outrun  it.

23 Report of the  Select Committee on Small Business, U.S. Senate, Kept. No. 822, 83d Cong., 1 st se ss .: “F utu re  of I rre gu lar  Airlines.”
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We need tr ip  autho rity—first to permit us to carry  a load if the Board ins ists  th at  it  is not  a cha rter -worthy gro up; and  second, we need it  because the re is not  enough  reven ue in the  mi litary  or commercial char ter  business to suppor t the  ind ust ry in off seasons or if the  mi lita ry contr act business is decre ased throug h circu mstances  beyond our  control . It  is necessary for  us to put  together the  odds and ends of seve ral marke ts in order to survive, and we need more th an  10 tr ips  pe r month to m ake it  profitab le.
The flexib ility of being able to acco unt for  the  trips on an annual ra ther  tha n a month ly bas is would enab le us to be more  effective in relie ving  traffic congestion  at  peak and  seasonal periods, such as, Christmas or winte r in Flo rida and summer transc ont inenta lly.
An increase  in the  tri p au tho rity would serve the  public  by providing a limited number of low-fare tri ps  for  the  many  people who cannot  afford  to travel by ai r a t presen t fares.  There  ha s neve r been any  price competition among the  big car rie rs.  All pric e competition,  whethe r it  has  been the  air- coach field, the  cargo  field, the  mi litary  con tract field, or the  commercial  ch ar ter business, has always come from  outs ide the  inner sanc tum ope rated by the  trunklines. A glance at  the  Avia tion Guide will convince you th at  whether you ride American, United, or TWA to the  west coast, you have  no­choice as to p rice  and li ttl e choice  as to an yth ing  else.
Another  int ere stin g fac t is th at  in vi rtu all y all route proceedings new applicants claim th at  they will reduce fares and th at  the  public will  benefit there from. However , once they  are  selected, they  never seem to reduce them. In  the  case of the  most recent larg e rou te proceeding, the  Sou thern Transcont i­nen tal Service case, the  pre sen t fares ar e the  same as  they  were  prior to awarding th e rou tes  to new carri ers.24
As je t equipment  has  been intro duced, surc harges  have been added, of course. Coach fares for  piston ai rc ra ft  ar e thu s lower  than  for jet,  but  even these  are higher  than  they were  in 1957; meanw hile, the  qua lity  of the  service on pis ton a ircr af t ha s de ter iorated very noticeably.
These developments can be trac ed very  easily by refe rence to two major air line m ar ke ts : New York-Los Angeles and  New York-Miami. In both these  markets , some service has  been offered simu ltaneously by supp lementa l ai r­lines, at  reasonable  fa re  levels, bu t because of the  enforced lim ita tions on frequency of service , the  suppleme ntal operations  have not had  sufficient impact to force coach far es  on the trunklines down to reasonable levels.In 1957, 2 yea rs before the  dawn of the  je t age, transc ontinental  ai r far es  were, by today’s standard s, indeed reasonable. The first-c lass fa re  between  New York and  Los Angeles was  $158.85. A 5-percent -round-trip  discount  was avai lable , too, to reduce  thi s amount to $150.90 f or round- trip  passengers . Or, with the  fam ily  plan, add itio nal  members of the  family could fly, on off- peak  days, at ha lf the  one-way fare, i.e., at  $79.45. For a fam ily of fou r thi s reduced th e a verage  fir st-class fa re  to $99.30.
Regular coach fares were $99, and a 30-day excursion fare  of $80 each way  was  ava ilab le on a roun d-tr ip basi s only, Mondays thro ugh  Thursday s only.At th at  time the supplemen tal air lines were  offering transc ont inenta l fares of $88 one way or $80 on a round- trip  basis , gene rally  using unpressu rized DC-4 air craf t. The  three trunkl ines, American TWA, and United were using pressurized DC-6, DC-7, and Super  G Constellation  equipment, with frequent  service on a  one-stop and two-stop for firs t clas s and coach passenge rs alike.35

“  See  tab le  on a ir  fa re s betw een lea ding  po in ts  wh ere  new routes  were gr an ted in the So uthe rn  Tr an scon tin en tal Service  case , before  and aft er s ta rt  of new servic e (ex hib it No. 13 ).
25 Thes e fa res were tak en  from th e Septemb er 1957 Official Ai rline  Guide , and, like  the fa re s to  be quote d on the ne xt  pag e fro m th e Ju ne  1961 Guide , they  exclude  al l taxes.
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Now , in  Ju ne  1961, al l tr an sc on ti nen ta l a ir  fa re s,  ex ce pt  th os e of  th e  su pp le ­
m en ta l ai rl in es , a re  muc h h ig her th an  in  1957. The  co m pa riso n is  as  fo ll ow s:

1957 1961 Pe rc en t
inc rea se

F ir st  cla ss:
Pi ston  a irc ra ft _ _ _ _ _ _ _ _ _ _  _______ ___ _____ $158.85 $171.45 

171. 45
181.45
171.45 
128.58 
136.08

109.15

7.9
Tu rb op ro ps  ____  - _____  - - - - _____ -
Pur e je ts  __ __ __
Pi ston , ro un d- tr ip  basis  __ _  _ ________  _ _ __ 150.90

99.30
13.6
29.4Fa m ily pl an  (av era ge for 4) pi ston  . __  _____

Fa m ily pl an  (avera ge for 4) je t ______________  - - ___
C oa ch :

Pi st on  a irc ra ft _ __ ________  __ _______ ____ 99. 00 10.2
Tu rb op ro ps  _ ___  ___  - ______
Pur e j et s _ ___  _ ____  ______ _ ____ 138. 60
30-day e xcu rsion  _ ___ _ _______ _ _____ 80.00

88.00 
80. 00

Su pp lemen ta l air lin es :
Pi ston  air craf t __ __ ___ __________ - ___ 88.00 

80.00
0.0
0.0Pi ston , ro un d- tr ip  b asi s _____ ____________ _ ______

A t fi rs t gl an ce  th e  ab ov e in cre ase s do not loo k ve ry  la rg e,  pro port io nat el y. 
In  fa c t,  ho w ev er , th e  th re e  tr u n k li n es no w of fe r al m ost  a ll  th e ir  tr ansc onti -
n en ta l se rv ic e in  p u re  je t a ir c ra ft . T he  bes t pi st on se rv ic e invo lves  fo u r or  
five  st op s en  ro ut e,  too . A m er ic an ’s on e and on ly  p is to n a ir c ra ft  sc he du le  fr om  
Ne w York to  Lo s Ang ele s, w ith  a DC- 6,  m ak es  no  le ss  th an  11 in te rm edia te  
stop s. I t  leav es  Ne w York a t 11 p.in ., an d a rr iv es a t  Lo s Ang ele s a t 3 :58 p.m. 
th e  nex t af te rn oon. T he  el ap se d ti m e is 19 hours  an d 58 min ut es . In  effect, 
th e  co ac h pa ss en ger  is  fo rc ed  to  ta k e  a je t,  an d to  pa y je t pr ices . In st ead  of  
be ing ab le  to  en joy an  ex cu rs io n ra te  of  $80 ea ch  way , he  m us t pa y $138.60 . 
T his  is  an  ef fect ive in cre ase  of 73 per cen t in  fa re s.  Mo reover,  th e $138 .60 je t 
fa re  is  on ly  8 perc en t le ss  th an  th e  $150.90  fi rs t-cl as s fa re  (on a ro und-t ri p  
bas is ) of  1957.

O th er  in cr ea se s a re  hi dd en . The  ro und-t ri p  d is co un t fo r fi rs t cl as s has  dis ­
ap pe ar ed , ju s t a s  th e  ex cu rs io n ra te  in  co ac h has gon e. Stoi>ove rs now bre ak  
th ro ugh fa re s,  co st in g ex tr a . In  1957 th e  New York-Lo s Ang ele s pas se ng er  c ou ld  
re tu rn  vi a Sa n F ra nc is co : no w he  m ust  pa y an  ex tr a  fa re  of $25.55 fi rs t cl as s 
or  $16.45 coach, pl us , in  m os t ca se s,  a $2 je t su rc har ge.  The  fa m ily- pl an  d is ­
cou nt  has been re du ce d fr om  58 per ce nt to  33%  pe rc en t.

In  th is  m ark et th e  po or  man , to  wh om  pr ic e is  all -im i»or tant . is ju s t ou t of 
lu ck  un le ss  he  tu rn s  to  th e  su pple m en ta l a ir li nes , who se  fa re s ha ve  no t be en  
in cr ea se d a nick el . H er e,  he  fin ds  D C-6 ’s now,  or o th er si m il ar eq uipm en t, in ­
st ea d  of th e 1957 D C-4 ’s. The  o nly tr ouble  i s a la ck  of  freq ue nc y.

T he sa m e s it ua ti on  ho ld s be tw ee n Ne w York and Miam i. Tod ay ’s je t day  
co ac h fa re  of  $68.90 is  36 pe rc en t h ig her  th an  th e $50.50 day  co ach fa re  of  1957, 
and on ly  5 per ce nt le ss  th an  th e  $72.85 fi rs t-cl as s fa re  of  1957 (r ound-t ri p  b asi s) . 
T he si tu a ti on  is le ss  acu te  th a n  tr a n sc o n ti n e n ta l^ , ho wev er , be ca us e in th e  
Ne w York-Miami m ark e t th e re  is  st il l a  good vari e ty  of  no ns to p pis to n fli gh ts , 
w her e th e da y co ac h fa re  is  now $56.95, and th e  n ig h t co ach $49.

H er e ag ai n,  th e  pe rs on  to  who m pri ce  is  im port an t m ust  tu rn  to  th e su pp le ­
m en ta l a ir  carr ie rs . T heir  fa re  is  on ly  $39 be tw ee n New Yo rk an d Miam i, or  
$35 on a ro und-t ri p  ba si s.  Aga in , ho wev er , fr eq uen cy  of  se rv ice is ve ry  lim ited .

T he  fa re  in cr ea se s of  th e  do m es tic tr unk li nes m ig ht  be  mo re  ac ce pt ab le  if  
th ey  w er e ac co m pa nied  by some ju st if ic at io n . B u t th e  je ts  a re  su pp os ed  to  be 
ch ea per  t o  o pe ra te , on  a  se at -m ile ba si s,  t h a n  pi st on  a ir c ra ft , no t mor e ex pe ns ive.

I f  im pr ov em en ts  in  ca bin se rv ice,  re se rv at io ns,  an d ti ck et in g  pr oc ed ur es , and 
so fo rt h  w er e th e re su lt , th e  fa re  in cr ea se s again  wou ld  be under st an dab le .

Mr . Pau l J.  C. F ri ed la nder,  tr avel ed it o r of  th e  Ne w York Ti mes , sh ow ed  a 
ra re  in si gh t in to  th is  pr ob lem in  an  a rt ic le  pu bl is hed  in  th e  Tim es  on Ju n e  26, 
1960: “O nly  re ce nt ly  hav e th e  c a rr ie rs  be gu n to  ad m it , fi rs t p ri vat el y  and now 
so m et im es  in pu bl ic , th a t some of  th e ir  vau nte d  co m pe tit io n is  no t tr u e  com -
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petition, and tha t it may not be worth what it costs the passenger. The ai rlines  all fly the same equipment, cover the same distance between cities in the same flying time, serve the same kind of food (often indistinguishable in looks and tas te) , put different but similar uniforms on strikingly  similar cabin at tenda nts, make the same kind of mistakes day in and day out in reservat ions and ad­vance bookings, make the customer suffer through the same confusion when he tr ies to hook a seat and put him through the same kind of exhausting nervous tension at the airports  while await ing for his flight and, later,  for his lug­gage. * * *
“It is a rare and highly perceptive passenger who can tell offhand whether he is riding in a 707, a DC-8, or an 880. They look alike, thei r performance characteris tics are  similar, their  flying times run  within minutes  of each other, and the fares  are the same. What kind of competition is this?“The a irlines  reply tha t their  competition comes in the personal service they give at the air  terminals and at thei r reservation offices and in the food and beverages and the cabin service aloft.
“Here also, i t takes a highly perceptive passenger to tell whether he has been waiting impatiently on a telephone ringing in one airline reservation office or another, whether he has been bumped off a flight because of overbooking by one a irline or its competitor, whether the domestic champagne the stewardess offers him is bubblier on one plane than on another and whether his weight allowance (40 pounds on domestic coach and first-class flights) is more inade­quate on one plane than  on another.
“He certainly  finds no air line fighting competitively for his trad e by offering him free stopover privileges, such as are available  on foreign routes. Euroi>ean airlines advertise  that, for the price of a ticket between New York and, say, Amsterdam, Copenhagen, or Rome, the trave ler may visit  a half-dozen major cities in between.
“In this country  it costs the passenger money to make a stopover; not much money, perhaps, but the principle seems to be violated at the expense of the travele r. A New York-Los Angeles ticket today on a nonjet airplane costs $166.25 first class. To include a stopover in Chicago today the passenger pays $47.95 New York-Chicago, and $120.35 for a Chicago-Los Angeles ticket. The diference between $168.30 and $166.25 is $2.05. In a coach it costs an extra $12.15 for the stopover. These annoying charges are hard  to explain, since they involve none of the additiona l miles of flying a  stopover in Pari s entai ls on a New York-Amsterdam ticket. * * *
“It  is a fai r question, one worthy of prompt study, whether both the industry and airline  passengers might not be served better if there were fewer airlines  operating  opposing services over the same route. There could be no less true competition than  there is now. There might even be more if the CAB then  kept a close eye on the kinds of service being offered and compelled the airlines to live up to the responsibility inhere nt in (heir  Government-awarded franchises.”At least  some members of the CAB have been aware  of this situation, too. Member G. Joseph Minetti voted against the ma jority ’s approval of je t surcharges because of evidence “that  unit costs for  jet  air cra ft will be appreciably lower than current unit costs for  piston-driven aircr aft.20
Former members Louis Hector, dissenting in a TWA fare case, where TWA was attempting to offer a siesta sleeper-seats at  tirst-class fares only, without a sur­charge,27 declared in part, as fol lows:
“On April 3, 1958, Examiner Walsh served his initia l decision in the investiga­tion, finding tha t the TWA siesta-seat fare  is ‘not unjust or unreasonable, un­justly discriminatory, unduly preferential, unduly prejudic ial, or otherwise un­lawful.’ American and United immediately filed exceptions to the examiner’s de­cision and the case came to the Board on appeal.
"American, however, did something else at the same time. On April 23, 1958, it filed a tarif f proposing to  give service at coach fares on DC-7 planes with first-class seating configuration on nonstop transcontinental flights departing during the off-hour period between 10 p.m. and 3 :59 a.m. This seemed to be, at least  in par t, a competitive move in answer to TWA’s siesta service. Instead  of giving the first-class passenger more leg room for his money, American pro­posed to give the coach passenger more leg room, reasoning perhaps  tha t this more comfortable service a t a low cost might siphon off some of the passengers
»  Orde r No. E-13 39 5,  .Tan. 16, 1959. 27 O rde r No. E-13180, Nov. 20, 1958.
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who would othe rwise have paid the  higher  first-class  fa re  to ride in TWA’s 
siesta  seats . To anyone who believes in the  vir tue s of the  competitive system, 
thi s seemed a very hea lthy development. Two large ca rri ers competing vig- 
ororusly  for an im portant segment of traffic were each  giving  the  customer 
more f or his money in  an effort to gain  a lar ge r sha re of the ma rke t—in precisely 
the  same way th at  pro ducers of consumers goods and services—both essent ial and  
lux ury —have throug hou t our  economic his tory done a be tter job for  the  Ameri­
can consumer und er the  spu r of competition . This seemed a hea lthy  develop­
ment also in view of the  fact  th at  one of the crucia l problems for  the  air lines 
in the nex t decad e is to increase traffic sub sta nti ally and  th at  thi s can probably 
be accomplished only by lower fares and improved service.

“A ma jor ity  of the  Board, however, apparen tly  frightened  th at  genu ine com­
peti tion  migh t break out, susi>ended the  American  tar iff  on May 22 before it 
could go into e ffe ct28 and the n on Jun e 13 announced in a press release th at  it had 
voted to disapprove as unreasonable  and  unlawful  the TWA sies ta-sleepe r seat. 
The ma jor ity  thus  in one stro ke denied  to the  Amer ican people the  improved 
services and  lower far es  on transc ontinental  flights  th at  rea l competition had begun to brin g to them, and  denied  to the  ca rri ers reasonab le freedom to 
manage the ir own affairs  wi thin the  free play  of the  competit ive m ark et. ”

The one ma rke t where fa res have  been held to levels that  appe al to the  poor 
is New York -Puerto Rico. Here , the  “gr an dfathe r” ca rri ers face some real 
competi tion. In  1957, when Tra ns Car ribb ean  Airl ines  was ju st  a supp leme ntal carrie r, that  company was  charging $49 fo r coach service between New York 
and San Juan . Ea ste rn ’s coach fa re  was $64. Pa n American had  a tour ist  fa re  
of $64 and “t hri ft ” far e of $52.50.

By 1961, one would normally expect the  fa res to have been rais ed very sub­
stantially. In  thi s market, however, Trans Caribbea n was gra nted a cert ificate 
by the  CAB in November 1957. This was  the  firs t time, and  it is the  las t time, 
to date,  th at  a supp lementa l ca rr ie r was  allowed to compete with  established trunklines witho ut frequenc y l imit ations.

The Board ma jor ity  apparen tly  was impressed with Tra ns Carrib bea n’s plan  
to ina ugura te “Sky-Bus” service between  New York and  San Juan, alth ough 
Vice Cha irma n Gurney, in a dissenting opinion, tho ught the  addi tion  of a thi rd 
ca rr ie r in this  ma rke t “will do l itt le  to improve t he  service  in  t his  a rea.” 29

With Tra ns Caribbea n an  act ive  couq>etitor for  the  “gra nd fa ther” airl ines, 
fares have kep t within  reason. Tra ns Car ibbean’s New York-San Ju an  fare  
today is $47.15. Ea ste rn ’s je t coach far e is $78.30, as  is Pan America n’s, but  
Pan American also offers a  t hri ft  f are of  $55. This th ri ft  fare is only $2.50 more than  P an American was c harging in 1957.

The following is an excerpt from testimony of Jam es M. Landis, former CAB 
Cha irman in hea ring s before the  Sena te In te rs ta te  Commerce Committee, 81st 
Congress, re Senate Resolut ion 50 (ai rline  in dustry investigat ion) April  29, 1949, 
and points to the  publ ic benefits fro m price  com pet itio n:

“Senato r Brewster. Does it require  a very grea t inte llec t to real ize that,  if 
you put  the nonscheduled on the  most prof itable source of the  line, you imme­
dia tely affect  very  ma ter ial ly the  high load  facto r and  high ult iliz ation of 
equipment?

“Mr. L andis. I do not th ink  you would nece ssar ily do th at.
“Senato r Brewster. You do not thin k so?
“Mr. Landis. No ; I  do not think so.
“Senato r Brewster. I am afra id  you would find difficulty in get ting  many  people to  agree w ith  you.
“Mr. Landis. I certa inly will, Senator, and  I find grea t difficulty, and  you 

will find gre at difficulty al l along  the  line, in combating  what might, be the  
myth of competition.  Airl ine manag er af te r manag er will inveigh again st com­
pet ition coming in on his sy ste m; yet the sto ry is over  and  over aga in th at  
appro pri ate  competition the re has bui lt up the  service , ra ther  tha n dropped the  service. * * *

“Senato r Brewster. The impl ication of your pre sen t line of testimony would 
be to ward unlimited competition?

“Mr. Landis. No ; it  is no t.
28 O rd er  No. E -1 2549.
29 O rd er  No. E -1 1959, Se pt . 12,  1957.



86 LIM IT ED  AI R CARRIE R CERTIF IC ATES

“S en ator  B rewster. You ilo no t go qu ite  tha t f ar ?
“Mr. Landis . I do no t w an t to leave th at imp res sion w ith  you, an d I do not w an t to lea ve  the imp res sion th a t th is  is an  easy pro blem  to solve . I would he si ta te  to  le ave th a t imp ression.
“I  do th in k th a t there is some pla ce fo r some k ind  o f a n inc entiv e he re  to pre ss fo r a redu cti on  of o pe ra tin g cost s. I ca nn ot  f ai l to be impre sse d by th e diff erence  between th e op erat ing cos ts of some of these va rio us  ca rr ie rs , an d I cann ot say th a t th a t dif ferenc e is due  to the  fa ct  th a t the y ar e skimm ing  the cre am , or th at  the y ar e doi ng th is  or  som eth ing  of th a t type . I th ink fu nd am en tally  the  di f­feren ce—a t le as t a lar ge  part  of th a t dif ferenc e—is due to a cos t-co nsc iousness on th ei r pa rt . Th ey wa tch  co sts,  the y have  to  w atch  costs.
“W herea s, w ith  sub sid ies  alw ay s in hack  of you, th e impe tus  to watch  cos ts is  ju s t no t t he re  to t he  sam e degre e.
“I  thi nk , fo r example, in th e cargo field th e perso ns who st ar te d off as  non- seh edu led  ca rr ie rs  in the car go field ha ve  don e an  eno rmous ser vic e to  th at field. I do no t beli eve cargo  wou ld ha ve  developed to  th e ex te nt  th a t it  ha s develop ed if  it  had no t been  for the se people  out side. Thi s field of  pas sen ger serv ice , so-c alled coach serv ice,  wh ich  is cheap tran sp or ta tio n,  wa s in au gu ra ted by the ou tsi de rs  a nd  ha s been  fol low ed by the  ce rti fic ate d ai rli ne s.“B ut  the y have  not  in iti at ed  th a t field. They have  fol lowed it  ra th er th an  in it ia te d it.
“According to al l the repo rts  th at I ge t—the  re po rts ar e scan ty ye t—the  in au ­gu ra tio n of va rio us  coach services  by Cap ita l Airlin es,  by Pa n Am eric an,  hav e been  very at trac tive . Th e load factor s ha ve  been  h ig h ; and , according  to thei r sta temen ts , the y ar e doin g qu ite  wel l on it.
“T he re  is a dr ive  now to int rodu ce  mo re coach ser vic e th ro ug ho ut  th is  coun­try . I th in k it  is a good thi ng . If  you  get high-load  fa ct or s th a t way by, say , ru nn ing a pla ne  a t midn ight ou t of  New York fo r Chicago,  ju s t th in k of th e liigh-load fa ct or s you might  ge t if  you ra n th a t type  of coach se rvice  ou t in an  ap pr op riat e perio d of the day.
“I  th ink th a t who le questio n of the deg ree  to wh ich  th e tr an sp or ta tion  of perso ns— mass tr an sp or ta tion —ca n be go tte n by a di ffe rent  type  of  serv ice,  a dif ferenc e in ra te s,  ha s no t as  ye t been tho roughly  exp lored.  I do no t th ink we know  th e an sw er  to th at .
“W hen  I sa y I do no t know w ha t I wo uld  do with  the se peop le op erat ing on th e fr inge  of th e certi fic ate d indu st ry , I spe ak to you qu ite  fra nk ly . I th ink  th e ex ist ence of people like th at , who ar e a th or n in th e sid e of th e fellows  in th e business , is a good thing .
“As you know’, Em ers on’s famo us  ma xim —th a t eve ryb ody  is as  laz y as  he da re s be—a pp lie s to al l of us. ”
I t is diff icul t to say  th at an y prog ress ha s been  ma de  in comp eti tio n in  the  12 years sin ce  Mr. La nd is’ tes tim ony an d th a t if  anythin g,  comp eti tion is more of a myth  now’ th an  the n. I w’onder, Mr. Ch air ma n, if we st reng then  the case fo r free  en te rp ris e thro ug ho ut  th e uncom mitted wo rld  in ou r struggle  ag ai ns t Rus sia  by bein g so con cerned  ab ou t pos sible comp eti tion th a t could not  hav e pos sibly affected mo re th an  a ma xim um  of less th an  th ree- fo ur th s of 1 pe rcen t of th e rev enues  of th e dom est ic trun k ca rr ie rs . I wo nder fu rthe r,  Mr. Ch air ma n, if  the trun k ca rr ie rs  ar e to  have  abso lut e prote cti on  ag ai ns t any  and all com pet itio n th a t ma y ar is e in th e fu tu re  if  it  wou ld no t be be tte r to rid  ourse lve s of the  moc kery of fre e en te rp rise  in ai r tr an sp or t by th e Gov ern­me nt taki ng  ove r thei r ow nersh ip an d op erat ion as  an  arm of th e Government .To conc lude , af te r 15 ye ar s of str ug gle , we ask fo r rec ognit ion  by th e Con­gr ess of pio neeri ng  some new  fields, of  ser vin g as  a small  ya rd sti ck  by which to me asure th e ai rl in e indu str y,  of ha ving  served  and being able to  serve as a read y rese rve in case of m ili ta ry  emergenc y, of  havin g bu ilt  up  a small bu t exp eri enc ed indu st ry  which is a na tio na l asset , and of se rv ing in a very minor way to  kee p ali ve  th e flame of  free  en te rp rise  and comp eti tion in  a stogy indu st ry  dedic ate d to a do ct rin e of prote ctionism .
Ou r si tu at io n is such  th a t w’e cann ot tem porize lon ger with  th e at ti tu de of th e Go vernm ent toward us. If  you cann ot  help us, the w ise among  ou r gro up will liq ui da te  and ca rry with  them th e sc ar s of a ba tt le  to cr ea te  in a small wa y a be tte r ai r tr an sp or t sys tem  and with  a bi tter  re al izat ion th a t th e small  can no lon ger oppo se the big  in Am eric a.



L IM IT E D  AIR  CARRIE R CERTIF IC A TES 87

E x h ib it  N o. 1

I ndep en den t A ir l in e s  A ss ocia ti on  Su pple m e n t a l  A ir  C ar ri er  Confe rence

ME MB ER  CAR RIERS,  1 9 6 1

Aerovias Sud Americana, Inc., 6201 Wes t Imper ial Highway, Los Angeles, Calif. 
Victo r V. Carmichael, Jr. , pres iden t. Washington address: Booker C. Powell, 
vice president, 1010 Vermont Avenue  NW., Wash ington, D.C.

Air line  Transpo rt Carrie rs,  doing business as  Cal ifornia  Hawa iian Air  Lines, 
Hanga r No. 3, Lockheed Air  Term inal , Burbank, Calif. C. C. Sherm an, 
president .

American  F lye rs Airl ine Corp., Meacham Field , Fo rt  Worth , Tex.  Reed Pigman, 
president .

Associated  Air  Transport (317 Nor th Roya l Poinciano Boulevard), Pos t Office 
Box 932, Inter na tio na l Airport , Miami, Fla . Douglas T. Bell, pres iden t.

Bla tz Airlines, Inc., Lockheed Air  Term inal , Burbank , Calif. F. Alfred Blatz,  
president .

Capi tol Airways, Inc., Be rry  Field , Nashville , Tenn. Jes se F. Stal lings , pres i­
dent,  Mack H. Rowe, vice pre sident.

Central Air Tra nsp ort , Inc., 10527 B urbank  Boulevard , Nor th Hollywood, Calif., 
Fred  R. Atkins, president, Be rt Baughman .

Curre y Air Trans port, Ltd.,  Lockheed Air Terminal, Burbank, Calif . T. D. 
Thompson, vice pres iden t.

Great  Lakes Airlines, Inc., Lockheed Air  Terminal, Burbank, Calif . I. E. 
Hermann, pres iden t.

Imper ial Airlines, Inc., Post Office Box 675, Miami Springs , Fla . E. J. Aver- 
man, pres iden t.

Modern Air Tra nsp ort , Inc., Newark Airport, Newark, N.J. Joh n P. Becker, 
pres iden t.

Pre sid ent Airlines, 13273 Ventu ra Boulevard , North Hollywood, Calif . Fre d 
Wilson, p resid ent, George S. Patt erson, g eneral manager .

Pa ul Mantz  Air Service, Lockheed Air Terminal, Burbank, Calif. T. J . Bodwell, 
pres iden t.

Pu rdu e Aeronau tics Corp., Pu rdu e University  Airpor t, Lafaye tte,  Ind.  Grove 
Webster, vice president, Raym ond C. McKinley.

Quaker City Airways, Inc., Admin istratio n Building, Nor th Phi ladelphia  Air ­
port, Phi lade lphia, Pa. He rber t Sussman, p residen t.

Sa turn  Airways, Inc., Pos t Office Box 182, Miami In ter na tio na l Airport, Miami, 
Fla . Robert C. Goodman, pres iden t.

Sourdough Air Tra nsp ort , Box 54, Boeing Field , Sea ttle , Wash . Burba nk 
office: 10901 Sherman Way, Sun Valley, Calif . A. R. Johansen .

Southern Air Trans port, Post Office Box 114, Miami In ter na tio na l Airport, 
Miami, Fla . F. C. Moor, pres iden t.

Standard Airways, Inc., Lockheed Air Term inal , Burbank,  Calif. S. B. Craft, 
pres iden t.

Trans-A laskan Airlines, care of Keat inge & Older , 3325 W ilsh ire Boulevard, Los 
Angeles, Cali f. G. F. Anton, vice president.

Trans In ter na tio na l Airlines, 5800 Avion Drive, Los Angeles, Calif. Kirk 
Kerkor ian,  pres iden t.

Transoc ean Air Lines, Oak land  In ter na tio na l Airport , Oakland, Calif. Orvis  
M. Nelson, presiden t.

Uni ted Sta tes  Overseas Airlines, Inc., Cape May County Airport, Pos t Office 
Box 234, Wildwood, N.J. Ralph  Cox, Jr.,  president.

Wor ld Airways, Inc., Oak land  In ter na tio na l Airport, Oakland, Calif. Edward 
J. Daly, pres iden t.

Wor ld Wide Airlines. Inc., Building  L-126, Oak land  In ter na tio na l Airport, Oak­
land,  Calif. S. E. Spicher, pres iden t.
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Exhibit No. 2
I. Supplemental ai r ca rriers  whose cert ificates  were val ida ted  und er Publ ic Law 86-661, Jul y 14, 1960, and who currently hold cer tificate s:American  Fly ers  Airline  Corp.

Associated Air Transpor t, Inc.
Avia tion Corp, of Seattle .
Bla tz Airlines, Inc.
Coas tal Cargo  Co.
Conner Air Lines, Inc.
General Airways, Inc.
John son Flying Service.
Imper ial Airlines, Inc . (former ly Regina Cargo Airlines, Inc .)Paul Mantz A ir Services.
Modern Air Transport.
Overseas N ational Airways, Inc.
Pre sident  Airl ines (former ly Cal ifornia Easte rn Aviat ion, Inc.)Quaker Ci ty Airways,  Inc.
Satur n Airways, Inc. (formerly All American Airways, Inc.)Sourdough A ir Transpor t.
Southern A ir Transport, Inc.
Standard Airways.
Stewart A ir Service.
Trans International Airlines (former ly Los Angeles A ir Se rvice) . Transoc ean Air Lines.
United S tates Overseas Airlines , Inc .
World Airways, Inc.

II.  Supplemental ai r ca rri ers which have been recommended  for cer tific ates  by the  examiner w ith  the  case now pending befo re th e C AB:
Airl ine T ran spo rt Car rier s.
Argonaut Airw ays Corp.
Miami Airlines, Inc .
S.S.W., Inc.
World W ide Airlines,  Inc.

II I.  Supplemental ai r ca rri er  whose cer tific ates  h as been approved  by  the CAB, but  has no t been issued : Pu rdu e Aeronautics Corp.
IV. Supplemental ai r ca rri ers who were  denied  certi ficates in docke t 5132, and have an app eal  in the  co ur ts :

Central Air Tra nsport,  Inc.
Cur rey Air T ranspo rt, Ltd.
Great  Lakes Airlines , Inc .
Trans-Ala skan Airlines.

V. Supplemental ai r ca rri er  who received a cert ificate from the CAB af te r the  publicat ion of Public Law 86-661: Northw est Air  Service.

E xhibit No.  3
A 10-year comparison of operating results in the supplemental airlines industry

[I n  th ousa nds]

1950 ......................................................................................
1951 ......................................................................................
1952 ................ .....................................................................
1953 ....................................................................... .............
1954 ......... ............................................................. ...............
1955 ......................................................................................
1956- —................................................................................
1957- .......................................................... - ........................
1958............................................................ - __________1Q5Q
Fiscal"l96oZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZ

R evenue C ar go to n O per at in g P ro fi t o rpa ss en ger
m il es

m iles re ven ues (loss)

764,8 29 32,857 $34,105 $1,0181,016 ,29 2 79,475 61, 835 3,3 701,2 51 ,68 5 78, 713 S3,249 7,5241,256 ,91 1 75,279 70, 028 (1, 239)1,24 2, 224 53, 215 54,664 (2,755 )1,3 95 ,68 2 74, 601 76,824 4,3291,0 04 ,05 2 110,376 67, 609 452
767,2 87 86,707 50,4 54 (2,4 34)1.1 52,988 89.1 96 65. 204 (3, 621)1,589 ,99 7 83,1 06 76.180 (8,9 97)2,1 43 ,97 1 73,0 04 80,955 (4,7 56)

So ur ce s:
1950-51, A m er ic an  A v ia ti on  m ag az in e an n u a l re v ie w  i ssue s.
1952-60, C A B , q u a rte r ly  r epo rt s  o f a ir  ca rr ie r f in anci al  s ta ti s ti c s  a n d  m o n tn ly  re port s of  tra ff ic  st a ti s ti c s.
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E x h ib it  N o. 4

Charter revenues as a percentage of total transport revenues of domestic trunk­
lines in domestic operations—1959-60

1959:
Ame rican —
Bra niff____
Ca pital____
Contine ntal .
De lta _____
Ea ste rn .......
N at io na l.. ..
No rth ea st. ..
Nor thwe st. .
T .W .A ____
Un ite d.........
W es te rn .. ..

To tal........

1960:
Am erica n.. .
Bra niff ........
Ca pit al........
Contine ntal .
De lta_____
Ea ste rn .......
Na tional — . 
No rth eas t—. 
No rth we st- -
T .W .A ____
Un ite d........
W es te rn .. ..  

To ta l........

Ch art er
revenue s

Total
tra nsp ort
revenue s

Percen t
cha rter

Thousands
$278

Thousands 
$369,634 0.1

398 65,986 .6
92 108,002 . 1

247 45,346 .5
1,295 103,547 1.3

653 270,069 .2
648 66,835 1.0
37 31,319 . 1

270 85. 593 .3
1,303 272,423 .5
2,874 311,255 .9

186 58,680 .3

8,281 1,788,6 89 .5

1,754 419,902 0.4
826 75,568 . 1
303 103,813 .3
292 60,426 .5
533 127, 547 .4
300 261,022 . 1

1,428 66.499 2.1
59 37,667 .2

410 85,377 .5
1,646 275,501 .6
2,419 353,191 .7

444 64,038 .7

10,414 1,930,551 .5

Source: CAB form 41 reports, schedu le P.-1 .2.

E x h ib it  No . 5

Distribution of revenue passenger miles carried by the supplemental airlines— 
1955-60

12 mont hs end ed—

Dec. 31 ,1955. .. 
Dec. 31,195 6...  
Dec. 31,1957...  
Dec. 31 ,195 8...  
Dec. 31 ,195 9...  
Sept.  30,1960  *

Rev enue  passenger-miles

Dom estic Int ern ation al
Total

Civi lian Mi lita ry Civi lian Mi lita ry

Volume of traffic

591, 579 240,060 124,517 439,526 1,39 5,682
512,299 208,229 116,573 166,951 1,004 ,052
203, 759 219,832 226,048 117,647 767,287
315,547 191,826 279,644 365,971 1,152 ,988
377,293 243, 541 355,079 614,084 1, 589,997
399,047 207,809 263,535 1, 554,434 2,42 4,82 5

Dec. 31 ,1955. .. 
Dec. 31 ,1956. .. 
Dec. 31 ,1957. .. 
Dec .31 ,1958— 
Dec. 31 ,195 9...  
Sep t. 30,1960 i.

Per cen t d istr ibu tion

42.4 17.2 8.9 31.5 100.0
51.0 20.8 11.6 16.6 100.0
26.6 28.6 29.5 15.3 100.0
27.4 16.6 24.3 31.7 100.0
23.8 15.3 22.3 38.6 100. 0
16.4 8.6 10.9 64.1 100.0

1 La tes t da ta av ailab le.

N ote .—Di str ibu tio n detail for 1954 not available . 

Source: CA B, re por ts of air car rier traff ic statist ics.
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E x h ib it  N o. 6
/lereZopmettf of aircoach reven ue passenger-miles in domestic trunk  airline 

schedule services , 1949-60

1949 I
19 50 -
19 51 -
19 52 -
19 53 -
1954.. 
19 55 - 
1950-_
1957.. 
1958- .
1959..
1960..

R evenue pa ss en ge r-m iles

P e rc en t co ac h
1s t cl as s C oa ch

(m il lion s)
T o ta l

6,31 9 251 6,560 3.8
6, 710 1.056 7, 766 13.6
8,933 1,278 10, 211 12.5
9. 766 2, 355 12,121 19.4

10, 579 3,719 14, 298 26 .0
10,913 5,321 16, 234 32 .8
12, 489 6. 716 19, 205 35 .0
13. 577 8,066 21.613 37 .3
15,012 9, 488 24, 500 38 .7
14, 391 10. 045 24, 436 41. 1
15,853 12, 274 28, 127 43 .6
14,846 14. 387 29.233 49 .2

1 1s t y ea r of  a n y  si gn if ic an t volu m e of  co ac h opera ti ons by  dom est ic  t ru nk li nes .
Sou rces : C A B  “ H andbook  of  A ir li ne S ta ti s ti c s,  1949-56,”  an d  m o n th ly  re port s of  ai r carr ie r traf fic-  s ta ti st ic s.

E x h ib it  N o. 7
Dollar cost of commercial airli ft procured by MA TS

C ar ri er

Slic k A irw ay s,  I n c ______________ _
O ve rs ea s N a ti o n a l A ir w ay s,  In c ___
F ly in g  T ig er  Lin e,  I n c _______ ____
C al iforn ia  E ast e rn  A via tion , I n c . - .
C ap it a l A irw ay s,  I n c .—— —_____
Sea bo ar d <fe W est er n  A ir linp s,  In c —
T ra n s  C ar ib bea n  A ir w ay s,  In c ____
T w en ti e th  C en tu ry  A ir li ne s,  I n c .—
U .S . O ve rs ea s A ir li ne s,  In c ________
P an  A m er ic an  W orl d  A irw ay s,  In c.
T ra nso ce an  A ir line s,  I n c ....... ........... ..
V ik in g  A ir line s,  I n c .................... .........
P en in su la r A ir  T ra n sp o r t_________
T ra n s  W orl d  A ir li ne s,  I n c ________
R eso rt  A ir line s,  I n c _______________
G re a t Lak es  A ir line s,  I n c ____ ____
Los  An ge les A ir  S er v ic e___________
N o rt h w es t A ir lines , I n c ___________
C en tr a l A ir  T ra n sp o rt , In c ________
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[R ep ri n te d  from  Fed er al  R egis te r of  A pr il  28,  19 61 ]

Exh ibit  No. 8

CIVIL AERONAUTICS BOARD, ECONOMIC REGULATIONS, EFFECTIVE 
APRIL 28, 1961

[Reg . E R -3 26]

PA RT  295—TR AN SATLAN TIC  CH AR TE R TRIP S

Re vis ion  of P a rt
Adopted  by th e Civi l Ae rona ut ics Bo ard a t it s office in Wa shing ton , D.C., on 

th e 20th  d ay  o f A pri l 1961.
Thi s par t co ntain s the am ended ge ne ra l requ ire men ts governi ng  appl ica tio ns  

for , an d op erat ions  under, individu al  exem pti on  or de rs  au th or iz ing th e pe rfo rm ­
ance  of tr an sa tl an ti c passenge r ch ar te r fligh ts by Un ite d St ates  a ir  ca rr ie rs  
ot he r th an  ca rr ie rs  ce rti fic ated  to  prov ide  un lim ite d passe ng er  ser vic e over 
de sig na ted route s. The regu la tio n does no t its el f g ra n t an y au th or ity fo r the  
op erat ion of tr an sa tl an ti c passe ng er  ch ar te rs  an d an y ca rr ie r see kin g such 
au th ori ty  m us t file appl icat ion in accordance  with  th e prov ision s of th is  p art  for  
an  exemp tio n pu rs ua nt  to  sec tion 41 6( b) .

Hist or ical ly , a m ajor  ob jec tiv e of th e Bo ard ha s bee n th e dev elo pment  of the 
po tent ia lly  la rg e mass in te rn at io na l trav el  m ar ke t in  th e Un ited St ates  with ­
ou t undu e div ers ion  fro m th e regu la rly  schedu led , ind ividua lly -ti ck eted  servic es 
of  Un ited St ates  and forei gn  flag ro ute op erato rs.  In  fu rthe ra nc e of th is  ob­
jec tiv e, th e Bo ard has gr an te d individu al  a ut ho riza tio ns  for  t ra nsa tl an ti c ch ar te r 
flights to  ca rr ie rs  no t oth erwi se  th er eu nt o au thor ize d, bu t ha s als o imposed  
an d fro m tim e to tim e ha s redefin ed st an da rd s fo r ch art er  el ig ib ili ty  of  groups . 
Th us , in 1957, we amplif ied  th e ge ne ra l cr iter ia  fo r ch ar te r eli gib ili ty wh ich  we 
ha d fol low ed in 1955 a nd  1956. Th ese  cr iter ia  we re lar ge ly  tho se th a t had been 
pre vio usly develop ed by th e ca rr ie rs  an d th e Bo ard , an d ha d bee n emb odied in 
IAT A Re solut ion  045, wh ich  co ntain s th e requ ire men ts es tab lis hed by sch edu led  
in te rn at io na l ro ute op erator s fo r th ei r own opera tions . In  1958, w e ma de  the se 
cr it er ia  mo re speci fic an d suscept ible of pre cis e appl ica tio n. And in 1959, we 
emb odied them  with  minor mo dif ica tions in  an  Econom ic Re gu lat ion  (P a rt  295), 
giv ing  the m gr ea te r sta bi lit y an d leg al effect th an  the re tofo re . In  1959, we 
als o con cluded  the Fo rei gn  Off-Route Cha rter  Inve sti ga tio n,  Do cke t 7173, in 
wh ich  fo reign  a ir  ca rr ie rs  w ere  fo r th e fir st tim e au th or ized  to perfo rm  off- route 
ch ar te rs  in ai r tran sp or ta tio n.  In  ad di tio n to  am endin g th ei r pe rm its  to pro­
vid e th is  au th or ity , we prom ulg ate d a new Econom ic Re gu lat ion  (P art  212) an d 
es tabl ish ed  as  gu ide s fo r iss ua nc e of a ch ar te r au th or iz at io n st an da rd s sim ila r 
to  tho se in P art  295. In  1960, af te r th e IAT A ca rr ie rs  ha d finally  un de rta ke n,  
upon th e Boa rd ’s sug ges tion , to provide  more defin itiv e and enf orc eable  st an d­
ar ds fo r th ei r own oi>erations , we unde rto ok  to mo dify P art s 295 an d 212 in 
or de r to con form ou r requ ire men ts in su bs ta nt ia l resi>ects to  tho se now pro­
vided in am end ed IAT A Re solut ion  045.1 Con seq uen tly,  a t such tim e ch ar te r 
requ ire men ts fo r al l cla sse s of tr an sa tl an ti c ca rr ie rs  ha d become su bs tant ia lly  
sim ila r.

Dur ing th e develop me nta l perio d of th is  pro gra m,  th e Bo ard con sid ere d it  
necessary an d desir ab le to  pass  on each  individu al passenge r ch ar te r flig ht in 
fo re ign ai r tran sp or ta tion  by supp lem ental  and ce rti fic ate d car go ca rr ie rs , an d 
P art  295, as  hi th er to  in effec t, th us  requ ire d spe cia l au th or iz at io n by exem ption 
fo r each ch ar te r.

Howev er, on Nov ember 14. 1960, th e Bo ard issued  a no tice of pro pos ed ru le  
ma kin g (EDR -21 , Docke t 11907, 25 F.R . 10944) in wh ich  it  pro pos ed to am end 
P art  295 to provide, ins tea d,  th e fra mew ork with in  wh ich  it  might gra nt tem ­
po ra ry  (sea sona l) blan ke t exe mp tion au th or ity . Upon cons iderati on  of all  re le­
va nt  m at te r in the  com ments  receiv ed in response  to the noti ce, th e Bo ard has 
dec ided to ad op t revi sed  P a rt  295 su bs tant ia lly  a s prop osed.

The regu la tio n contem plate s the gr an ting  of tempo rary  exe mp tion au th or ity , 
du ring  the to ur is t ch ar te r season , individu al ly  to tho se supp lem en tal  an d al l­
cargo  ca rr ie rs  wh ich  ar e also ap pl ican ts  in a now cu rr en t pro cee din g to det er-

1 I t  w as  al so  ne ce ss ar y to  im po se  as  co nd it io ns  to  ap pr ov al  of  Res ol ut io n 045  ce rt a in  
st an d ard s , es pe ci al ly  w ith  re sp ec t to  tr av e l ag en cy  part ic ip a ti o n  in  ch art ers , whi ch  IA TA  
h ad  no t pr ov id ed  fo r in th e R es ol ut io n.  See O rd er  E -1 6295, da te d  Ja n u a ry  2.3. 196 1.
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mine whether such carrie rs, or any of them, should be certificated to conduct 
tran sat lan tic passenger ch ar ter s2 and which are  otherwise qualified. This reg­
ulation fur the r sets forth the crite ria and conditions which shal l be observed in 
conducting passenger cha rter  operations purs uant  to such temporary autho rity 
as may be granted hereafter.

It  should be noted tha t such exemptions as may bs subsequently granted will 
be within  the seasonal period of tran satl anti c c har ter activity  from April through 
September. Furt her,  pending completion of the aforesaid  charter  investigation, 
seasonal exemptions will be annually  renewable upon regula r application as 
set forth  in § 295.5 of the part. Of course, applications for exemption authoriza­
tion for individual cha rter  trips may still be made in conformity with Pa rt 302 
of the Board’s Procedural Regulations, and insofar  as charterwort hiness is 
concerned, the stan dard s of this regulation will be largely determinative of the 
disposition of such applications. However, the Board does not contemplate 
tha t it will grant individual  flight approvals to supplemental or cargo carr iers  
where the carr ier either has not applied, or has applied and been found unqual­
ified, for the seasonal exemption herein contemplated, except in unusual or 
compelling circumstances.

The Board believes tha t several basic considerations support  the conclusion 
tha t seasonal passenger char ter authority  in the tran satl ant ic marke t for sup­
plemental and all-cargo carriers will be in the public interest. It  is recognized 
tha t there  has been a substantial and sustained  growth of tran satl ant ic pas­
senger char ters  and tha t supplemental air  carrier s have provided a significant 
pa rt of this service. During the 19(50 season, for instance, supplemental car­
riers  conducted a total of 226 flights or approximately 17 i>ercent of the com­
bined number of flights conducted by Part 295 and I AT A carriers. There is 
reason to believe th at such services by these car rier s will continue to be needed. 
The chart er season is, fo r the most part, also the extremely busy regular service 
season over tiie North Atlantic for the IATA carriers. Further, these latt er 
carr iers  have generally been engaged in a je t reequipment program and may 
increasingly find it uneconomic to maintain appropriate  facilitie s to oj>erate 
piston airc raf t merely to serve a seasonal cha rter  market. Yet, je t capacity 
and costs may be such as to reduce subst antially the potential  of jet  aircra ft 
for char ter services, particular ly with respect to small groups. From its con­
tacts with char tering groups in past  years, the Board is informed th at such 
groups have sometimes been unable to obtain cha rter  flights at  the times they 
desired them.

A second major  consideration is tha t it no longer is admin istratively neces­
sary to retain the requirement tha t nonroute operators obtain special authority  
for each chart er. The stand ards  of cha rter  eligibility are now sufficiently 
precise and unders tandable to preclude subs tantial inadvertent violations of 
cha rter  principles which would lead to a breakdown in the proper distinction  
between cha rter  and individually-ticketed services and thus have a serious 
adverse effect on regula rly scheduled services.

A third consideration for the present action is the economic and adm inist ra­
tive burden which supplemental and cargo carr iers  have had to su stain in being 
required to obtain special approval for each passenger char ter trip. These 
carr iers  are relativ ely small partic ularly  as compared with passenger route 
operators, and the necessity of obtaining prior  authorization for each char ter 
makes advance planning of thei r operations considerably more difficult. As 
comments from c arriers reveal, equipment m ust often be committed a substa ntial 
time in advance and projection must be made with respect to the economical 
use of aircra ft (e.g., resolving the problems of filling empty ferry legs ). It  was 
fur the r stated in comments tha t amelioration  of these factors would afford 
greater opportunity  for the subject carr iers  to maintai n and develop all their  
services. Comments also indicated tha t the expense, time and paperwork re­
quired for preparing and pursuing so many applications is not insignificant in 
tota l effect, and the adverse sales impact of a char terer's knowing t ha t specific 
author ization  must be sought from the Board appears to be undue competitive 
disadvantage. Comments showed tha t such facto rs may well have been instr u­
mental in causing withdrawal  from the market of seemingly successful passen­
ger c har ter operato rs and apparent ly have contributed to the changing identities 
of car rier  part icipa nts in tran satl ant ic cha rter  operations. Since the market 
for these car rier s is seasonal, its attractive ness from an economic standpoint

3 T ra nsa tlan tic C ha rter  Inve sti ga tio n,  Docket 11908.
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Is limited.* Under these circumstances, relatively small impediments can loom as 
large factors  In a decision to devote resources to it.

These three  basic considerations noted above have prompted the Board to 
insti tute  the proceeding to investigate whether certificates should be granted to 
those carr iers  which would undertake  on a sustained basis to meet such need 
as may exist for passenger charter  services additional to those provided by the 
passenger route operators. The same considerat ions also indica te that any 
exemptions which may be issued to such car rier s pending final determination in 
the aforesaid  proceeding should be on a seasonal rathe r than an individual 
charter  basis.

Various objections to the proposed regulat ion were received from transat­
lantic passenger route carrie rs. Thus, they a ssert t ha t the contemplated blanket 
exemptions would be issued on the theory that  supplemental and all-cargo 
carr iers  have a right to be in the tran sat lan tic passenger market  free of the 
disadvantage of adherence to a prior approval procedure which does not apply 
to route carrie rs. However, the Board’s conclusion tha t a change from indi­
vidual to seasonal exemption would be in the public interest  is not based on the 
concept of affording relief because of any rights in the market. The rule con­
templates appropria te tempora ry relief for qualified carr iers  coming within 
its purview in the conduct of operations which supply a needed supplementa­
tion of other services. It  is consonant with the declared policy of the Board 
to develop cha rter  services as the public inte rest  requires. It  does not place 
the supplemental and all-cargo carr iers  on an equal competitive basis with 
transatl anti c route operators which re tain the advantages of more stable authori­
zations, market identification, larg er sales organizations, and in case of on- 
route charters-, established stations . Further , seasonal exemptions, like indi­
vidual c har ter exemptions, can be granted  only i f they satis fy the requirements 
of section 416(b).

Comments also asser ted vagueness of the Board’s tenta tive conclusions con­
cerning the burden involved in existing procedures, and question whether any 
appreciable burden would be removed from the supplemental and all-cargo 
carr iers  by eliminating the requirement of pr ior approval. These comments also 
question the Board’s conclusion tha t the identification of carr iers  par ticip at­
ing in this traffic has changed because of the burden of making prio r applica­
tion, and call it unsuppor ted and a mere guess, advocating the hypothesis tha t 
the tran satl ant ic passenger cha rter  service is inherent ly unprofitable for  sup­
plemental air  carrie rs. Conversely, other comments from a route ai r car rier  
object tha t the regulat ion would att rac t additional supplemental and all-cargo 
carr iers  to this market. Comments of supplemental and all-cargo operators 
generally tend to confirm the Board’s tentative  conclusion, derived from proc­
essing of Pa rt 295 charter  applications during  the past years, that the prior 
approval requirement was a serious admin istrat ive and economic burden. Since 
exemptions will be granted only upon application  and in accordance with the 
provisions of section 416(b) , the regulation as such is not determinative  of 
the number of author izations which the  Board will issue thereunder. Of course, 
no exemption will be issued to other than  qualified carrier s.

It  is also asserted tha t a change to seasonal author izations is untimely in 
tha t it would resu lt in substantia l awards not required by any emergency 
and in the face of doubt as to whether decision in the certificate proceeding, 
Docket 11908, will resu lt in awards of any char ter authori ty. Various argu­
ments relat ing to the issues in tha t proceeding are  made to show the existence 
of such doubt. Another car rier  comments tha t the awards  would prejudge 
the certif icate proceeding. However, a s s tated  above, the Board present ly deems 
continuation of the transa tlantic cha rter  services of supplemental and all­
cargo carr iers  necessary in the public interest,  and this revision of the regula ­
tion merely reflects the Board’s conclusion tha t this  should be accomplished 
by seasonal grants. Any exemption th at may be issued will be for the peak char ­
ter season of the year and renewal of such exemption will require a de novo 
determination under section 416(b). The issue of seasonal exemptions will not 
prejudge the certificate proceeding, Docket 11908, or any issue therein.

Objection to the regulation is also made on the ground tha t tran sat lan tic 
char ter operations  by supplemental and all-cargo carr iers  adversely affect the 
economy of the scheduled airlines, at the very time when unnecessary dupli-

3 We, of course, recognize th at  the  fluctuat ions  in MATS’ policy and it s effect on the  availab ility of backhauls  affect the  economy of chart er service and the  desi rabi lity  of part icip atio n in thi s mark et.
72536 0 —61----- ,7
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cation of service should be eliminated and such operations are not needed. We 
do not conceive of the tran satl ant ic passenger char ter service as unnecessary 
duplication. Thus the Board believes tha t the standards of Pa rt 205 ade­
quately protect the scheduled route carr iers  from undue diversion.

Fur ther comment was submitted advocating tha t this regulat ion should be 
effectuated only afte r formal hearing. The hearing to be held in the certificate 
proceeding which we have inst ituted will be directed to the long range needs 
and author izations in the transatlantic passenger char ter field. The comments 
contained nothing tha t would establish tha t hearings prior to the issuance of 
this regulation are required as a mat ter of law or by public interest considera­
tions. Although this regulation, by itself, gran ts no rights, the Board is adopt­
ing the  regulation in the belief that  the requisite  findings under  section 416(b) 
can be made in the event tha t an application is filed by a properly qualified 
applicant. There will be adequate opportunity for objection respecting any 
parti cula r application for temporary authority  filed pursuant  hereto.

In fur ther comments received, objection has been made to the exclusion of 
any supplemental carr ier from eligibility for examptions under this rule and 
especially to exclusion on the ground that the supplemental carr ier is not an 
applicant for a char ter certificate in the above-mentioned proceeding. Con­
versely, other comments deplored an  alleged lack of adequate standards or limi­
tations to insure the fitness of carr iers  granted blanket authority. The Board 
is satisfied that  the public intere st justifies keying it s transat lant ic char ter policy 
to the operations of those ca rriers which have exhibited a sustained interest in the operation of transatl anti c charte rs. Further, this Pa rt contemplates tha t 
successful applicants will have met completely adequate standards of fitness. 
Section 295.5 now specifically requires tha t applications be accompanied by 
such additiona l supporting information as data  showing whether the applicant 
possesses aircra ft capable of providing the service; whether capital required to 
operate is available to i t ; whether it has made arrangements for protecting char­
terers’ deposits so as to be in a position to make prompt refunds when flights 
are not operate d; whether it has definite plans to operate, such as signed condi­
tional contracts or options; whether it has a reasonable program for assuring 
on-time depar tures  and for suitable subs titute  arrangements  where emergency 
situations necessitate substi tute serv ice; whether it will provide a point of con­tact overseas for char ter groups for securing information regarding return 
tr ip s; and tha t it has the ab ility to conform to all  the provisions of the Act and 
the requirements thereunder. Previous experience in the tran satl ant ic pro rata  
char ter marke t will also be a factor to be considered.

It  was also suggested tha t all-cargo carr iers  be excluded from this Part in 
conformity with a concept of encouraging specialists to devote their endeavors 
to developing thei r own limited markets. The proposition would have greate r 
force if the all-cargo carriers were firmly established in their regular cargo work 
on a stable and sound economic basis. The role of the all-cargo car rier  in the 
subject charter  services may be better determined afte r decision in the Domestic 
Cargo-Mail Service Case (Docket 10067, et al.).  There is sufficient reason 
to exclude all-cargo carriers  at  this  time from th is regulation.

Several comments were submitted sugggesting greate r safeguards against 
violations of bona fide charter oiierations hereunder. It was proposed th at basic 
char ter data  be filed prior to each flight with the Board, be open to public 
scrutiny and objection, and be subject to disapproval by the Board. Concern was 
also voicead as to the availability of effective sanctions.

Charter standards a re now sufficiently clear and precise and so well known to 
carriers tha t there  can be no confusion on the par t of an operator or his com­
petitor as to what  constitutes  a violation of the Board’s charter  concept. Any 
substantial violations can be expected to become readily known to competing 
carriers and could be reported to the Board by appropriate  complaint. Fur ­
ther, information on every char ter flight must be filed monthly pursuant to this 
par t and can serve as an additiona l source of information available to the public 
for checking on the validity of operations performed. In addition, .much more 
detailed data,  under certification of charterer, travel agent, and carrier, as to 
each char ter operation must be retained by the carr ier available for Board in­spection. With such opportunity to discover violations being available there is 
litt le likelihood tha t carriers would knowingly engage in unauthorized opera­
tions and risk the quite sufficient sanction of  late r not being eligible for  renewed 
exemption authority  or not being found fit for a char ter certificate. Such au­
thor ity as may be issued under this par t will be subject to amendment or revoca­tion in the  discretion of the Board.
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While it is true tha t the self-interest of supplemental and all-cargo air car­

riers  would not directly cause them to protect  the individually-ticketed pas­
senger market, thei r self-interest in remaining eligible for renewal of authoriza­
tions and eventual certification will constitute a strong incentive for them to 
abide by the regulation.

From the fact tha t in the past  some ca rrier s submitted char ter applications 
which the Board had to reject, it does not follow th at they would have performed 
such charters on thei r own responsibility. It is expected that  the carriers will, 
for their  own protection, ask for an advisory opinion in doubtful cases, and for 
a waiver in cases more clearly outside the standards of these rules.

In addition to the above, other comments were received urging the Board to 
make several changes not specifically dealt with in the notice of proposed rule 
making. The American Society of Travel Agents proposed a 23-day year-round 
excursion fare  on individually-ticketed services in lieu of the  provisions of P art 
295. It may be noted tha t the recent meeting of IATA at Cannes did not result 
in a proposal to the Board of such a fare, and thus we have no basis for con­
sidering this proposal in connection with the subject amendment of this part. 
One cargo car rier  suggested a limitat ion on carriage of cargo on passenger 
charter  fe rry legs to avoid undue diversion from cargo car riers. There has  been 
no showing of any undue diversion through prior operations conducted under 
the provisions of Pa rt 295 and the change from individual  flight exemptions to 
blanket author ities  should not unduly increase the changes of such an occurrence. 
Another c arrier suggested inclusion of a rate  floor to prevent uneconomic opera­
tions. This is not now found necessary inasmuch as the tran satl ant ic pas­
senger char ter market has not exhibited any tendency toward extreme rate  
cutting.

Several other  proposals not dealt with in the notice were submitted in response 
thereto. Thus, comments were received urging the Board to allow for split 
char ters  whereby the air cra ft is shared by separate charter  grou ps; to permit 
any relative residing with a member of the cha rter  group to participate in the 
trip  as a member of his “immediate family,” and to permit travel  agents to 
parti cipate in char ter admin istrat ion and allow them to receive commissions for 
cha rter  services performed for the car rier  even though they are members of the 
cha rter  organization. The Board does not consider such amendments advisable. 
Split char ters would tend to erode the concept of char ters as plane-load opera­
tions. Inclusion of all household relatives beyond spouse, children and parents 
(the  usual resident  categories) lends itself to abuse since determination of the 
true  residential stat us of other relatives is not eas ily accomplished. The ma tter 
of relaxing restrictions  on travel  agents has been periodically considered and 
no new showing has been made which would warrant changing the Board’s 
established position on the provisions mentioned.

Four supplemental carr iers  proposed liberaliza tion of the prohibition against 
paying commissions to trave l agents in excess of five percent of the  tota l charte r 
price or of the commission rate paid by a passenger car rier  certificated to 
conduct regula r service between the same points. They argued tha t supple­
mental carr iers  cannot engage in charter  price competition with route operators, 
since the agent’s commission, based on a lower charter  price, would actual ly 
resu lt in less remuneration for him and jeopardize  his impartial representation 
of supplemental operations as opposed to certificated operations. The ceiling 
on commissions should not be lifted. It has served to reduce the incentive for 
promoters to act as indirec t air  carr iers  and to “create” charters through indi­
vidual solicitation of the general public. In light of the limited natu re of P art  
295 operations, and the advisabi lity of having distinctive safeguards for such 
operations, the proposed modification of the subject  provision does not appear  
advisable.

Some carriers also suggested amendment of Pa rt 295 to clarify  permissible 
car rier  solicitation of cha rter  groups, advert ising of individual  rates for par ­
ticipants in pro rat a charters, and car rier  adver tising of ground-tour arrange­
ments. Section 295.11(a) state s tha t a car rier  shall not engage directly or 
indirectly in any solicitation  of individuals  as distinguished from the sol icitation 
of an organization for a cha rter  trip. Consistent with this provision carriers 
may engage in advert ising not directed to the individual. To permit adver­
tising of a pro ra ta charge by itsel f would encourage the carriers to direct 
adverti sing at individuals  rather than officers of bona fide organizations and 
would in effect encourage individua ls to form “clubs” for purposes of chartering. 
It should be noted tha t a car rier  is not in a position to state  what a pro rat a
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charge will be since such charge depends on the number of seats  on the airc raf t 
tha t are actually filled and such other matters as the administrat ive expenses 
assessed against pro rat a shares in each par ticu lar charter.  On the matter of 
advertising land tours, we do not inte rpre t Pa rt 295 as prohibiting such adver­
tising so long as i t is directed at groups ra the r than  at  individuals. Advertising 
of land tours directed at individuals would be an indirect method of soliciting 
individuals for char ter flights. However, we interpre t Pa rt 295 as permitting 
a carr ier to speak of the availab ility and general price range of land tours 
when it addresses its advertising to groups, and to refer  such groups to tour 
operators.

Several carr iers  proposed elimination of § 295.2(j) which sets forth  a pre­
sumptive st anda rd for judging bona fide members of chart er organizations and a 
safeguard against the ca rriage of spurious char ter groups. The Board finds thi s 
provision should be retained expressly to avoid the admission of members through 
public solicitation for purposes of charter  flight participa tion. The definition 
of bona fide members is modified in accordance with the notice of rule making. 
Previously it included a presumption that members were not bona fide unless 
they had belonged to the char ter organization at the time of the filing of the 
application for special authority to conduct the part icular charte r. With the 
removal of this requirement for individua l trip  authorization the presumption 
was tentatively changed to refer  to persons as not being bona fide unless belong­
ing to the organization at the time it  gives “notice to i ts members of firm charte r 
plans.” ‘ Objection was made to this definition as being too vague. To be more 
restric tive might unduly hinder char ter participation. There will be many 
instances where a char tere r’s “notice to its members of firm charter plans” will 
indicate a flight date  which may serve to show a specific charte r arrangement. 
Since such solicitation  notices must be filed with the carr ier under this Pa rt 
and be retained by it for possible Board inspection there is insignificant likeli­
hood tha t the proposed standard  of bona fide members as here amended will 
lead to spurious charte r participation.

Comment was also received from the System Route Committee, Pilots-Pan 
American World Airways. This group felt tha t liberaliza tion of charter  rules 
would curtail  charte rs by Pan American and adversely affect their  job advance­
ment. In the light of our discussion herein there is no showing of any possible 
injury sufficient to warran t fur the r limitat ions concerning operations covered 
by this regulation.

In view of the foregoing, the Board finds th at the subject amendment of Pa rt 
295 is in the public interest.

New § 295.5 contains the requirements for application for the new exemption 
authority. All former provisions which related to Board approval of specific 
aspects of charters not generally permi tted under this par t (such as provisions 
in § 295.33(a) (2) and § 295.35(b) (3 )) have been omitted. The effect of this is 
tha t air  carr iers  which receive authority  under this par t may not perform 
char ters which do not comply with this par t in every respect unless a w’aiver 
has been granted by the Board pursuant  to § 295.3.

Similarly, former § 295.17 which required individual postflight reports  to the 
Board is being eliminated. However, such information will have to  be filed with 
the carr ier by the travel  agent and the chartering  group as before. The revised 
provisions of Pa rt 295 require the filing of a report by the carrie r within 15 days 
after the close of each month concerning each char ter trip  operated during such 
month; setting forth  (a) date of tr ip ; (b) points served; (c) number of round­
trip  and one-way passengers; (d) name of chartering organization; (e) descrip­
tion of char tering  organization disclosing basis for conclusion th at group is bona 
fide; (f) name of t ravel agen t; and (g) basis for construction of tarif f charge. 
These provisions wrill be found in new § 295.6 which also refers  to  the necessary 
record-retention requirements  incorporated in P art  249.

♦T he fu ll  de fini tio n § 29 5. 2(j )  re ad s a s fo ll ow s:  “ ‘Bona  fide mem be rs ’ m ea ns  th os e me m­
be rs  of  a c h a rt e r or gan iz at io n wh o hav e not  jo in ed  th e  o rg an iz at io n  merely to  p art ic ip a te  
in th e  ch art e rs  as  th e  re su lt  of a so li ci ta ti on  di re ct ed  to  th e  ge ne ra l pu bl ic . P re ­
su m pt iv el y per so ns ar e no t bo na  fide mem be rs  of  a ch a rt e r or gan iz at io n  un le ss  th ey  ar e 
mem be rs  a t  th e  tim e th e or gan iz at io n  fi rs t give s no tice  to  it s  mem be rs  of firm  ch a rt e r 
p la ns an d un le ss  th ey  ha ve  ac tu al ly  been mem be rs  fo r a min im um  pe rio d of  six  m on th s 
pri o r to  th e s ta rt in g  fl ight  da te . T h is  p re su m ption  will  n o t be  ap pl ic ab le  in  th e case  
of ch art e rs  compo sed of  (1 ) st uden ts  an d ed uca tional  st af f of  a sing le  sch ool, an d im ­
m ed ia te  fa m il ie s th er eo f,  (2 ) em ploy ee s of  a sing le  Gov er nm en t ag en cy , in d u st ri a l p la n t,  
or m er ca nti le  es ta bl is hm en t,  an d im m ed ia te  fa m il ie s th er eo f,  or  (3 ) p a rt ic ip an ts  in  a 
fo rm al  ac ad em ic  st udy co ur se  ab ro ad . In  th e  ca se  of  al l o th er ch art ers , re b u tt a l to  th is  
pr es um ption m ay  be  off ered fo r th e  B oar d’s co nsi de ra tion  by re qu es t fo r w ai ve r.”
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Amendment to ft 205.80 haw been incorporated raising  to 20,000 the former 

numerical maximum of 15,000 for chartering groups drawn from an area  other 
than a local area. This has been accomplished in conformity with Board Or­
ders E-10147 and E-16205, Docket 11K79 approving an amendment to the IATA 
Char ter Resolution carrying out a paralle l change.

Apart from the aforementioned changes, the provisions of Pa rt 205 remain 
substan tially the same. As previously noted, the rule contains restrict ions on 
the transatl anti c passenger char ter business which guard against the entry into 
the field of indirect air  carr iers  and which also prevent chartere rs from solicit­
ing the public or segments of the public for char ter flights. In addition, there 
are protective provisions guarding participants in char ter trips  from inequitable 
burdens and charges,

With regard to the prohibition against chartere rs obtaining parti cipa nts for 
a char ter group by soliciting the general public, the rule prevents the forming 
of a group by (1) general advertis ing or (2) unlimited soliciting of charter  
partic ipants from an organization  easy to join, and of uncertain or large  and 
scattered membership. The rule thus provides the general framework within 
which to judge the charterwor thiness of the cases on thei r own facts. For ex­
ample in accordance with the provisions of g 295.30 as amended, prospective 
char ter parti cipants solicited without limit from organizations or other entities  
with a total membership of more than 20,000 (except colleges or univers ities 
located in one local area) would be considered as solicited from the general 
public which would preclude thei r char ter trip. However, if the solicitation  of 
char ter parti cipants should be limited to a group of selected delegates who are 
members of a large association with scatte red membership, the size of the 
association would not appear to bar the cha rter.5 6

Further, in the case of employees of a business whose total employment would 
apparently render a charter  ineligible for approval, a valid cha rter  might be 
solicited from the employees of two or more plants of such enterprise , provided 
the total number of employees in such p lants would be sufficiently limited as to 
meet the tests applied by the Board in the case of a single organization. Also, 
the decision to limit the char ter solicitation to the plants involved would nec­
essarily have to be made prior to solicitation for the charter, and each such 
char ter (if there  were more than one) would have to be locally administered, 
independently of the others. It would be inappropria te to make a general so­
licitation of the employees of the entire  enterprise and subsequently limit the 
char ter group in an attem pt to conform wi th the crite ria of the regulation.

In those cases, furthermore, where federations of groups a re the organizations 
from which charter  groups are sought to be derived, several issues under the 
solicitation crite ria set forth  herein would necessarily aris e: for instance, 
whether the federation provides services directly to members of several separa te 
organizations in a given locality, or is merely a super struc ture tying several 
individual associations together. Factors  to be weighed would include the rela­
tionship of members represented by such federat ion to the total population of 
the area covered by the federation, past history  of jo int activit ies sponsored by 
the federation, and whether the federation exists only nominally as a means of 
exchanging information, with participation limited to meetings of representa­
tives of each member group and individual membership therein being merely a 
matte r of record or form at  the most.

To facil itate  advising a prospective cha rterer of (1) char ter prerequis ites 
and (2) the opportunity to obtain advisory opinions on charterw orthiness, it is 
provided tha t a copy of this regulation shall always be sent to each prospect 
directly by the carr ier concerned. The carrier, where known, will receive a 
copy of any advisory opinion requested by a char terer.

In order to facil itate  the use of this regulation by charterers,  the Board has 
decided to reissue the regulation with all amendments incorporated therein  
rath er than to promulgate an amendment to the regulation as a separate docu­
ment. In consideration of the facts  tha t the subject amendment is principally 
a relaxa tion of heretofore existing res tric tion s; tha t the amendment relates 
only to operations to be authorized in the fu tu re ; tha t waivers of the  provisions 
of the regulation may be granted where justified in the public inte rest  and war­
ranted  by sjiecial or unusual circumstances; and tha t time is of the essence 
since the tran satl ant ic charter  season is approaching, the Board finds t ha t the

5 Thus , if th e orga niz at ion is par tici pa ting  in a scie nti fic conve ntion abr oad , th e indi ­
viduals  selected to rea d pa pe rs a t the conve ntion may be org anized  into a ch ar te r group.  
Or if an  in te rn at io na l orga niza tio n is to hold a meetin g, delegates elec ted  by va rio us  
ch ap te rs  migh t prop er ly  be organiz ed in to  a char te r group.
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public interest  requires and good cause exists for making this regulation effec­tive upon less than 30 days following publication.
In consideration of the foregoing, the Civil Aeronautics Board hereby reissues Pa rt 295 of the Economic Regulations (14 CFR Pa rt 295), effective April 28, 1961, as follows .•

Sec.
295.1 Applicability.295.2 Definitions.
295.3 Waiver.
295.4 Sepa rabili ty.
295.5 Appl ication for exemption author ity .295.6 Reporting and record, reten tion.

Subpart A.—Provisions Relating to Pro Rata Charters 
REQU IRE ME NTS REL ATING TO AIR CARRIERS

295.11 Solic itation and form ation of a cha rte rin g g roup.295.12 Pre -tr ip notification.
295.13 Tarif fs to be on file.295.14 Terms of service.
295.15 Agent’s commission.
295.16 Prohibi tion  aga ins t payments  or gra tui ties .

REQU IRE ME NTS RELATIN G TO TRAVEL AGENTS
295.20 Limited activ ities.
295.21 Permissible  solicitation,  sale or ticketin g of Individual par tic ipa nts  for  land  tours .295.22 Agents who are members of the  c harte rin g organization .295.23 Prohibi tion  against double compensation.295.24 Prohibi tion  aga ins t Incurring obligations.295.25 Prohibition aga inst  payments or gra tui ties .295.26 Sta tem ent  of support ing Information.

REQU IRE ME NTS REL ATIN G TO TH E CHA RTE RING ORGANIZATION
295.30 Solic itation of charter par tici pan ts.295.31 Passenge rs on charter night s.295.32 Particip ation  of Immediate famil ies In charter flights.295.33 Charte r costs.
295.34 Stat eme nts of charges.295.35 Passenger manlfiests.295.36 Stat eme nt of supporting Inform ation.

Subpart R—Provisions Relating to Single E ntity Charters
295.40 Tarif f to be on file.295.41 Terms of service.
295.42 Commissions p aid to travel  agents.

Subpart C—P rovisions Relating to Mixed Charters 
295.50 Applicable rules.

Subpart D—Procedure for Advisory Opinion  on the Eligibility of a Charterer 
295.60 Advisory opinion.

Authority : §§ 295.1 to 295.60 Issued under sec. 204(a ). 72 Sta t. 743 ; 49 U.S.C. 1324. In ter pret or apply secs. 407(a) and 416(b),  72 Sta t. 766, 771;  49 U.S.C. 1377, 1386.
§ 295 1 Applicability.

Thia par t establishes the requirements governing applications! for, and opera­tions under, individual exemption orders authorizing for periods up to 180 days but terminating not later than September 30 of any year, the performance of pro ra ta ; mixed and /or single entity charter  flights for tran satl ant ic passengers by United States  flag air  carrier s other than carriers certificated to provide un­limited individually ticketed passenger service over designated routes. Each application will be considered and passed upon by the Board in accordance with the statutory standards  of section 416(b) of the Act. Such application shall be filed and submitted in compliance with the applicable provisions of this  pa rt. Operations under any such individual exemption authoriz ing the performance of transatl anti c passenger charter  flights shall be conducted in conformity with the pertinent requirements of this par t unless otherwise specifically authorized by the  Board. The provisions of th is regulation shall not be construed as limit­ing any other authority to engage in ai r transporta tion issued by the Board.
§ 295.2 Definitions.

As used in this part, unless the context otherwise requires—(a)  “Charter flight” means tran satl ant ic air transporta tion performed by a direct air  car rier  where the entire  capacity of one or more airc raf t has been engaged for the movement of persons and thei r baggage, on a time, mileage or trip  bas is:
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(1) By a person for his own use (including a direct air  car rier  or surface  
carr ier when such aircra ft is engaged solely for the transportation  of company 
personnel or commercial passenger traffic in cases of emergency) ; or

(2) By a representative (or representatives acting jointly) of a group for the 
use of such group (provided no such representat ive is professionally engaged in 
the formation of groups for transporta tion or in the solicitation or sale of t ran s­
portat ion services).
With the consent of the charterer,  the direct  air  car rier  may utilize any un­
used space for the transpor tatio n of the c arr ier ’s own personnel and property.

(b) “Pro ra ta cha rter ’’ means a charter  the cost of which is divided among 
the passengers transported.

(c) “Single en tity cha rter ” means a cha rter  the cost of which is borne by the 
chartere r and not by individual passengers, directly or indirectly.

(d) “Mixed charter” means a char ter the cost of which is borne, or pursuan t to 
contract may be borne, partly by the charter  parti cipa nts and par tly by the 
charterer.

(e) “Person” means any individual, firm, association, partne rship , or cor­
poration.

(f) “Travel agent” means any person engaged in the formation of groups for 
transportation  or in the solicitation  or sale of transpor tatio n services.

(g) “Charte r group” means tha t body of individuals who shall actual ly par ­
ticipate in the  cha rter  flight.

(h) “Charte r organization” means that organization, group or other  entity 
from whose members (and  thei r immediate families) a cha rter  group is derived.

(i) “Immediate family” means only the following persons who are  living in 
the household of a member of a charter  organization, namely, the spouse, de­
pendent children, and parents, of such member.

(j) “Bona fide members” means those members of a charter  organization  
who have not joined the organization merely to part icipa te in the charter  
as the resu lt of a solicitation  directed to the general public. Presumptively 
persons are not bona flde members of a cha rter  organization unless they are 
members at  the time the organization first gives notice to its members of firm 
char ter plans and unless they have actual ly been members for a minimum 
period of six months prior to the star ting  flight date. This presumption will 
not be applicable in the case of char ters composed of (1) students and educa­
tional staff of a single school, and immediate families thereof, (2) employees 
of a single Government agency, industria l plant, or mercantile  establishment, 
and immediate families thereof, or (3) part icipants in a formal academic study 
course abroad. In the case of all other charte rs, rebu ttal to this presumption 
may be offered for the Board’s consideration by request for waiver.

(k) “Solicitation of the  general public” means (1) a solicitation going be­
yond the  bona fide members of an organization (and thei r immediate famil ies), 
such as adverti sing directed to the general public by radio, television, news­
paper, or magazine, or (2) the solicitation, without limitation, of the members 
of an organization so constituted as to ease of admission to membership, natu re 
of membership, area  of residence of members, and size of membership, as to 
be in substance more in the natu re of a segment of the public than a private 
entity.
§ 295.3 Waiver.

A waiver of any of the provisions of this regulat ion may be granted by the 
Board upon the submission by an air car rier  of  a writ ten request therefor  not 
less than  30 days prior to the flight to which it relates provided such a  waiver 
is in the public interest and it appears to the Board tha t special or unusual 
circumstances wa rrant a departure  from the provisions set forth herein.
§ 295.4 Separability.

If any provision of this  par t or the application thereof  to any air  transpor­
tation, person, class of person, or circumstance is held invalid, neither the 
remainder of the par t nor the application of such provision to other ai r tran s­
portation, persons, classes of persons, or circumstances  shall be affected thereby. 
§ 295.5 Application for exemption authority.

Proceedings on applications for exemption authority  pursuant  to section 
416(b) of the Federa l Aviation Act of 1958 to conduct tran sat lan tic passenger 
char ter flights (pro-rata, mixed and /or single entity char ters) shall be gov­
erned by §§ 302.400 to 302.409 of this chapter (Rules 400 to 409 of Pa rt 302 of 
the Board’s Procedural Regulations), subject, however, to the following addi­
tional or different  provisions:
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(a) Applications may be filed only by air  carriers which are applicants  In good standing for tran satl ant ic charter  authority  In Transat lantic Charter In­vestigation, Docket 11008, Institu ted by Board Order E-10023 of November 14, 1960.
(b) Applications for exemption authority  shall be Hied with the Board at least 00 days  prior  to the proposed first flight under such authori ty.(c) The application shall state whether authority to fly pro-ra ta charters, mixed charters , and /or  single entity char ters  Is requested; the scope of the char ter service to be provided; and the program to be employed for screening char ters  for full compliance with this par t (Including provisions for canceling char ters  contracted for but found not to be bona fide). It  shall also be accom­panied by all other pertinent data Including but not limited to a showing whether the applicant possesses airc raf t capable of providing the  service; whether the cap­ital required to operate Is available to i t ; whether It has made arrangement for protecting cha rterers’ deiiosits so as to be in a ixisltlon to make prompt refunds when flights are not operated; tha t It has appropriate  pro rata charter  tariffs on flle with the Board pursuant  to g 205.13; whether it has definite plans to operate, such as signed conditional contracts or options; whether it has a reasonable program for assuring on-time departures and for suitable substi tute arrangements where emergency situations necessita te subst itute serv ice; wheth­er it will provide a point of contact overseas for charter  groups for securing information regarding  return trips ; and tha t it has the ability to conform to all the provisions of the Act and the requirements thereunder.(d) Copies of the application shall be served on each direct ai r carr ier certificated to provide unlimited tran satl ant ic passenger service.

g 295.0 Reporting and record retention.
(a) Fifteen  days after the end of each calendar month, each car rie r holding operating authority pursuant to this par t shall file with the Board’s Bureau of Economic Regulation a report setting forth  the following informat ion per­taining to each charter  flight performed during said month pursuant  to such au tho rity:
(1) Date of t rip ;
(2) Points served ;
(3) Number of round-trip and one-way passeng ers;(4) Name of char tering  organization ;
(5) Description of chartering organization  disclosing basis for conclusion tha t the group is bona fide (identi fy criter ia relied upon) ;(0) Name of travel  agent; and
(7) Construction of tariff charge.(b) Prior to performing any charter  flight pursuant to this  par t the carr ier shall execute, and require the travel agent  (if any) and charterer to execute, the form “Statement of Supporting Information” attached hereto and made a par t hereof.
(c) Each air  carr ier holding operating authority  pursuant to this  part shall comply with the applicable record-retention provisions of Pa rt 249 of this sub­chapter, as amended.

Subpart A—Provisions Relating to Pro Rata Charters

REQUIREMENTS RELATING TO AIR CARRIERS

§ 295.11 Solicitation and formation of a chartering  group.
(a)  A car rier  shall not engage, directly or indirectly, in any solicitation of individuals  (through  personal contact, advertising, or otherwise) as distin­guished from the solicitation of an organization for a charter  trip.(b) A car rier  shall not employ, directly or indirectly, any person for the purpose of organizing and assembling members of any organization, club, or other entity into a group to make the  charter  flight.

§ 295.12 Pre- trip notification.
Upon a char ter flight date  being reserved by the car rier  or its agent, the car rier  shall provide the prospective charterer with a copy of this regulation, Pa rt 295.1 The charter  contract shall include a provision tha t the charterer,
* Copies of th is regulatio n are  avail able by purchase from the  Superin tenden t of Docu­ments, Washington 25, D.C. Single copies will  be furn ished without charge on written request to the  Publications Section, Civil Aero naut ics Board, Washington 25, D.C.
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and any agent thereof, shall only act with regard  to the charter  in a manner 
consistent with this regulation and that the cha rterer shall within due time 
submit to the car rier  such information as specified in §§ 295.34 and 295.35 and 
submit to each charter  parti cipant the information identified in § 295.34. The 
car rier  shall also require tha t the c har tere r and any travel agent involved shall 
furnish it in due time for review before flight the information required in 
§§ 295.36 and 295.26, respectively.
§ 295.13 Tariffs to be on file.

At the time an exemption application is submitted  the car rier  shall have on 
file with the Board a tari ff showing all its rates, fares, and charges for the use 
of the entire capacity of one or more air cra ft in air  transportation  and all its 
rules, regulations, practices and services in connection with the transatl anti c 
pro ra ta charter  transporta tion  which it offers to perform. Tariffs filed pursuan t 
hereto shall expressly recite tha t the transpor tation may not be furnished unless 
the Civil Aeronautics Board specifically exempts the a ir carri er from the require­
ments of section 401 of the Federal Aviation Act of 1958.
§ 295.14 Terms of service.

(a) The tota l charter  price and other terms of service rendered pursuant  to 
authority  grante d under  this par t shall conform to those set forth  in the appli­
cable tariff  on file with the Board and in force at  the time of the respective 
charter  flight and the contract must be fo r the entire capacity of one or more 
airc raft . Where a carrier’s char ter charge computed according to a mileage, 
tarif f includes a charge for  ferry mileage, the car rier  shall refund to the 
char terer any sum charged for ferry  mileage, which is not in fact  flown in the 
performance of the ch ar te r: Provided, Tha t the car rier  shall not charge the 
char terer for ferry mileage flown in addition to tha t stated in the contract 
unless such mileage is flown for the convenience of and at  the express direction 
of the charte rer.

(b) The car rier  shall require  full payment of the total charter  price or the 
posting of a satis facto ry bond for full payment prior  to the commencement of 
the a ir transportat ion.

(c) In the case of a round- trip charter, one-way passengers shall not be ca r­
ried except that up to five percent of the cha rter  group may be transported one 
way in each direction. This provision shall not be construed as permitting 
knowing part icipation in any plan whereby each leg of a round-tr ip is charte red 
separately in order to avoid the five percent limitation  aforesaid. In the case 
of a char ter contract calling for two or more round-trips, there shall be no in­
termingling of passengers and each planeload group shall move as a unit in 
both directions.
§ 295.15 Agent’s commission.

The car rier  shall not pay its agent a commission or any other benefits, di­
rectly or indirectly, in excess of five percent of the total cha rter  price as set 
forth  in the car rier ’s cha rter  tarif f on file with the Board, or more than the 
commission rela ted to ch arter flights paid to an agent by a car rier  certificated to 
render regular service on the same route, whichever is greater . The carr ier 
shall not pay any commission whatsoever to an agent if the agent  receives a com­
mission from the cha rter er for  the same service.
§ 295.16. Prohibition against payments or gratui ties.

A ca rrier shall make no payments nor extend gratu ities  of any kind, directly 
or indirectly, to any member of a char tering organization in re lation either to air 
transpor tation or land tours o r otherwise. Nothing in this section shall restr ict 
a car rier  from offering to each member of the cha rter  group such adver ­
tising and good will items as are  customarily extended to individually ticketed 
passengers (e.g., canvas travel ing bag or a money exchange computer).

REQUIREMENTS RELATING TO TRAVEL AGENTS 

g 295.20 Limited activities.
A travel  agent may not assist  in the organization or assembly of a char ter 

group, handle the sale of the air transpor tation to any individual members of 
a group, or otherwise engage in the admin istrat ion of the cha rter  flight (in­
cluding signing the charter  agreement for the char tere r or collecting or dis­
bursing pro ra ta shares  of part icipants). The agent may arrange land tours
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for a ch ar ter group provided he dea ls with  the group as  a whole. He may deal with individual members of a group rega rdin g land tou rs only under the 
circums tanc es indicated in § 295.21. While his services may be utili zed to pre­pare brouchures or other lit erature describing all aspects of the  char ter  trip , 
the  dis trib ution of such ma ter ial  to ind ividual particip ants must be confined to the  han ds of the cha rterer . Nothing in this section, however, sha ll prohibit the  ca rr ie r from  having  a travel  agen t make dis tributio n to the char ter flight pa rti cip an ts of boarding  passe s pu rsu ant to Warsaw Convention practices.
§ 295. 21 Perm issib le solic itatio n, sale  or tick etin g of individual partic ipants  

for land  tours .
A travel  agent may deal with individuals  for land tours (inc luding ticket ing and rece ipt of individual deposits for such tou rs)  if such persons , on an  indi ­vidual bas is af te r arra nging  for ch ar ter par ticipat ion , ini tia te a con tact  with  him to reques t of him land tou r arra ngement s different from those which have 

been made ava ilab le to the  ch ar ter g roup a s a whole through the  organ izer  of the group. A travel agent (or person  cont rolled by, contro lling, or under  common contro l with such trav el age nt) who does not  ass ist in the engaging of ai r­cr af t fo r the  ch ar te r2 and  does not receive remune ration from the ca rri er  in 
connection with  the char ter  may, in addition , solic it (i.e., ini tia te the approach to)  individual members of the  cha rte r group (i.e., persons who have alread y ar ­ranged for  ch ar ter par tic ipa tion) for  land tours, and with respec t to such tours 
receive deposits  and conduct tick eting of such individ ual  members.
§ 295.22 Agents  who are members of the chart eri ng  organization.

If  a travel agent , or officer, director , or employee of such an agent,  is a member of the  chart ering organiza tion , such agent, or officer, director , or employee, may not receive, dire ctly  or indirectly , any  commission or othe r compensation with  respect  eit he r to the  chart er flight or the  land tour. Subjec t to thi s prohibition, he may particip ate  in those activities, and only those, per­mit ted  to oth er travel  agents.
§ 295.23 Proh ibit ion aga inst double compensation.

A tr ave l age nt may not  receive a commission from both the  d irect ai r car rie r and the  char terer  for the  same service , nor  may he receive direct ly or in­directly  any pa rt of the  adminis tra tive labor cost referred to in § 295.33(c).
§ 295.24 Proh ibit ion a gains t in curring  obligations.

A t rav el age nt shal l not incur any obligation on behalf of a chart eri ng  orga n­izat ion rel ating  to the  expenses of solicita tion  or orga niza tion  of the  indiv idual  particip an ts in the chart ering  organiza ton,  whether or not it is intended for 
the  organiz ation to assume ultima tely the  obligat ion incurred .
§ 295.25 Proh ibit ion again st paymen ts or gra tui ties.

A tra ve l agent shall  make no paymen ts nor  exten d gratu ities  of any kind, direct ly or indirectly , to any member  of a chartering organiz ation whether in relation  to ai r transp ort ation  or otherwise . Nothing in thi s section shall re­str ic t a travel agent from  offering to each member of the  ch ar te r group  such adv ert isin g and good will item s as are customarily  extended to individual ly- 
ticketed  passenge rs (e.g., a canvas traveling bag or a money exchange  com­pu ter) .
§ 295.26 Sta tem ent  of supp orting information.

Travel agents shall execute,  and furni sh to ai r car rie rs,  section A of Pa rt II of the  Sta tem ent  of Support ing Info rma tion , at  such time  pr ior  to flight as 
required by the  carri er  to afford i t due time for  review the reof.

REQUIREMENTS RELATING TO THE CHARTERING ORGANIZATION

§ 2' 5.30 Solicitat ion of ch ar te r par tic ipants .
As the following term s are  defined in § 295.2, members of the  ch ar ter group may be solici ted only from  among the  bona fide members of an organizat ion, 

club or oth er entity, and their imm edia te famil ies, and  may not  be brought
3 This  would include assistance in any form which would place the carrier under even an implicit obligation to the  agent for  having procured  the cha rter . However, it  would not include mere discussion  between age nt and  cha rte rer  abou t the  severa l airl ines which the chart ere r might wish to contact .
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together by means of a solicitation  of the general public. Charter partic ipants solicited without  limit from organizations or other entitie s with a total mem­bership of more than 20,000 (except colleges or universi ties located in one local a rea) shall be considered as solicited from the general public.
§ 295.31 Passengers  on ch arter flights.

Only bona fide members of the char terer , and thei r immediate families, may parti cipate as passengers  on a charter  flight. Where the charterer is engaging round-trip transportation , one-way passengers shall not parti cipate in the char ter flight except as provided in § 295.14(c). When more than one round­trip  is contracted for, intermingling between flights or re-forming of plane-load groups shall not be permitted  and each plane-load group must move as  a unit in both directions.
§ 295.32 Part icipa tion of immediate families in charter  flights.

The immediate family of any bona fide member of a charter  organization  may participate in a cha rter  flight. The immediate family of such member shall be construed to include only the following persons who are living in his household, namely, the spouse, dependent children, and paren ts of such member.
§ 295.33 Charte r costs.

(a) The costs of cha rter  flights shall be prora ted equally among all char ter passengers and no cha rter  passenger shall be allowed free transp ort ation; except tha t (1) children under twelve years of age may be transported  at a charge less than  the equally prora ted charge; (2) children under two vears of age may be transported  free of charge.
(b) The charterer shall not make charges to the char ter participants which exceed the actual costs incurred in consummating the charter  arrangements, nor include as a par t of the assessment for the charter  flight any charge for purposes of charitable donations. All charges related  to the cha rter  flight arrangements collected from the char ter part icipants which exceed the actual  costs thereof shall be refunded to the participants in the same ratio as the charges were collected.
(c) Reasonable administra tive costs of organizing the charter  may be di­vided among the cha rter  participants. Such costs may include a reasonable charge for compensation to members of the char ter organization for actual labor and personal expenses incurred by them. Such charge shall not exceed $300 (or $500 where the charter  participants number more than 80) per round­trip  flight. Neither the organizers of the charte r, nor any member of the charte ring organization, may receive any gratu ities  or compensation, direct or indirect, from the carrier, the travel agent, or any organization  which pro­vides any service to the char tering organization whether of an air  tran sporta­tion natu re or otherwise. Nothing in this section shall prevent any member of the charter  group from accepting such advertis ing and good will items as are customarily extended to individually-ticke ted passengers (e.g., a canvas traveling bag or a money exchange computer).
(d) If  the total expenditures, including among other items compensation to members of the chartering organization, referred to in § 295.33(c) above, but exclusive of expenses for air  transpor tatio n or land tours, exceed $750 per round-trip flight, such expenditures shall be supported by properly authenti ­cated vouchers to be given to the car rier  with the “Post Flight Repor t” re­quired p ursuant to § 295.34.

§ 295.34 Statements of charges.
(a) Any announcements or statements by the cha rterer to prospective char­ter participants of the  ant icipated individual charge fo r the cha rter shall clearly identify the portion of the charges to be separa tely paid for the air  tran s­portation, for the land tour, and for the administra tive expenses of the charte rer.
(b) Within 15 days after completion of each one-way or round-trip  flight the char terer shall complete and supply to each charter  p artic ipant and the air car rier  involved a detailed report showing the charge per passenger tran s­ported and the cha rter er’s tota l receipts and expenditures. This report shall be submitted in the form of, and contain such information including the above as more fully specified by, the “Tran satlantic Char ter—Post Flight Report” annexed hereto and made a part of this par t.
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§ 295.35 Passenger manifests.
(a)  Prio r to each one-way or round- trip flight a manifest  shall be filed by the charterer with the ai r carr ier showing the names and addresses of the persons to be transported and sjiecifying the relationship of each such person to the charterer (by designating opposite his name one of the three relationship cate­gories hereinafter described). The manifes t may include “stand-by” participants (by name, address, and relationship to cha rter er) .
(b) The relationship of a prospective passenger shall be classified under one of the following categories and specified on the passenger manifest as follows:(1) A bona fide member of the chartering organization at the time the organ­ization first gave notice to its members of firm char ter plans and will have been a bona fide member of the chartering organization for at least six months prior to the sta rting flight date. Specify on the  passenger manifest as “ (1) mem­ber.”
(2) The spouse, dependent child or parent of a bona fide member who lives in such member’s household. Specify on th e passenger manifest as “ (2) spouse” or “ (2) dependent child” or “ (2) paren t.” Also give name and address of member relative where such member is not a prosi>ective passenger.
(3) Bona fide members of entities  consisting only of persons from a study group, or a college campus, or employed by a single Government agency, indus­trial plant, or mercantile company, or persons whose proposed partic ipating in the char ter flight was permitted  by the Board pursuant to request for waiver. Specify on the passenger manifest as “ (3) special” or “ (3) member” (where participants are from a study or campus group or from a Government agency, industria l plan t or mercantile company).
(c) In the case of a round-tr ip flight, the above information must  be shown for each leg of the flight and any variat ions between the eastbound and west­bound trips must be explained on the manifest.
(d) Attached to such manifest must be a certification, signed by a duly au­thorized representative  of the charterer, reading:

The  a tt ach ed  li s t of  pe rs on s in cl ud es  ev er y In di vi du al  wh o m ay  p a rt ic ip a te  In th e c h a rt e r fli gh t. Eve ry  pe rson  as  iden ti fied  on  th e at ac hed  li s t (1 ) was  a bo na  fide  me mb er  of  th e  ch art e ri n g  org an iz at io n a t  th e  tim e th e  chart e ri n g  o rg an iz at io n  fi rs t gav e no tice  to  it s  mem be rs of  fir m ch a rt e r pl an s,  an d will  ha ve  bee n a  mem be r fo r a t  le as t six  m on th s pri o r to  th e s ta rt in g  fli gh t da te , or  (2 ) is  a  bo na  fide mem be r of  an  en ti ty  co ns is ting  of (I ) st uden ts  an d ed uca tion al  st af f of a si ng le  sch ool, or  (i i)  em plo yees of a sing le  Gov er n­m en t ag en cy , in du st ri a l p la n t,  o r m er ca nti le  es ta bli sh m en t,  or  (3 ) is  a pe rs on  wh ose p a rt ic i­pat io n  has  been spec ifica lly  per m it te d  by th e Ci vi l A er on au tics  Boa rd , or  (4 ) is th e  spo use, dep en de nt  ch ild , o r pa re n t of  a  pe rs on  de sc ribe d he re in be fo re  an d liv es  in  su ch  per so n’s ho us eh old,  or (5 ) Is a bo na  fide  p a rt ic ip a n t in  a ch a r te r  compo sed of  p a rt ic ip an ts  in  a fo rm al  ac ad em ic  st udy c ou rse ab ro ad .

(S ig na tu re )
§ 295.36 Statement of supporting information.

Charterers shall execute and furnish to a ir carriers section B of Par t I I of the Statement of Supporting Information, at  such time pr ior to flight as required by the car rier  to afford it due time for review thereof.
Subpart B—Provisions Relating to Single Entity Charters

§ 295.40 Tariff to be on file.
The direct  ai r carr ier shall have a curren tly effective tarif f on file with the Board prior  to flight which discloses all the rate, fares  and charges for the use of the enti re capacity of one or more aircra ft in air  transportation  and all its rules, regulations, practices and services in connection with the trans atlantic single entity  charter  transportation  which it offers to perform.

§ 295.41 Terms of service.
The tota l charter  price and other terms of service shall conform to those set forth in the applicable tarif f filed in accordance herewith  and the contract shall be for  the entire capacity of one or more a ircraft.

§ 295.42 Commissions paid to travel agents.
No direct  air  carrie r shall pay a travel  agent any commission in excess of five percent of the total charter  price or more than the commission related to charter  flights paid to an agent by a car rier  certificated to fly the same route whichever is greater.
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Subpart C—Provisions R elating to Mixed Charters 

§ 295.50  Applicable rules.
The rule s set forth  in Su bpart  A of thi s pa rt  sha ll apply in the  c ase of mixed 

cha rter s.

Subpart D—P rocedure for Advisory Opinion  on the  E ligibility of a Charterer 

§ 2 95.60  Advisory opinion.
An ai r ca rr ie r or prospect ive ch ar terer may requ est an advisory  opinion  from 

the Bureau of Economic Regulation, Civil Aeronautic s Board , Washing ton 25, 
D.C., reg ard ing  the  eligi bili ty of the  prospect ive ch ar terer to obta in ch art er 
service  in accordance wit h thi s regu lation. The Bu rea u’s opin ion will be based 
on the  rep res ent ations sub mit ted and  shall not be binding upon the Board in 
any proceeding in which the lawfuln ess of the  respe ctive  ch ar ter  may be in issue. 
Such rep res ent ations should inclu de as much of the  info rma tion  specified by 
section B, P ar t II,  of the  Sta tem ent  of Sup port ing Inf orm atio n anne xed to this 
pa rt as is a vai lab le to the  pers on requ esting the  advisory  opinion.

Note: The  rep ort ing  require ments  cont ained here in have been appro ved by 
the  B ure au of the  Bud get in accordance  wit h the  F ede ral  Reports  Act of 1942.

By t he Civil Aer ona utic s Board .

[ seal]
J ames L. Deegan,

Acting Secretary.
[F .R . Doc . 61 -3 89 3 ; F il ed , Apr . 27 , 196 1 ; 8 :5 4 a.m .]
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ER  -3 2 6  EXHIBIT 9  
E ff ec ti v e : A p r il  28 , 1961

A P P L IC A T IO N  F O R  AUTHORIT Y T O  CONDUCT  TR A N SA TLA N TIC  
PA SSEN G E R  C H A R T ER  FLIG H T S  -- S T A T E M E N T  OF SU PPO R TIN G

IN FO R M AT ION

P A R T  I - T o  be c o m p le te d  by  a i r  c a r r i e r  a p p li c a n t fo r  s in g le  en ti ty , m ix ed , o r  p ro  r a t a  c h a r t e r .  (W h ere  m o re  th a n  one  ro u n d  t r i p  f li g h t is  to  b e  p e r fo rm e d  u n d e r  th ec h a r t e r  c o n t ra c t,  c l e a r ly  in d ic a te  a p p l ic a b i li ty  of  a n s w e rs . )

1. N am e of  t r a n s p o r t in g  c a r r i e r ;

2.  C o m m e n c e m e n t d a te s  of  p ro posed , f li g h t (s ):

(a ) G oing : __________________________ ______ ___________________________________________________

(b)  R e tu rn in g :

3. P o in ts  to  be in c lu d e d  in  p ro p o s e d  f li g h t (s ):

(a ) F ro m :
To :

(b ) R e tu rn in g  fro m :
To: _____________  ____________________________

(c ) O th e r s to p s  r e q u i r e d  by  c h a r t e r e r :

(d ) T e c h n ic a l s to p s  r e q u i r e d  by  c a r r i e r :

(e ) P la n n e d  ro u ti n g :

4.  (a ) T ype of  a i r c r a f t  to  be  u sed :

(b ) S ea ti n g  ca p ac it y :

( c) N u m b er of  p e r s o n s  to  be  tr a n s p o r te d :

5. (a ) T o ta l c h a r t e r  p r ic e : $

.(b) If p r o  r a t a  o r  m ix e d  c h a r t e r , d o es  c h a r t e r  p r ic e  c o n fo rm  to  t a r i f f  on  f il e  w it h  th e B o a rd ?

(c ) If p r o  r a t a  o r -m ix e d  c h a r t e r , e x p la in  c o n s tr u c ti o n  of  c h a r t e r  p r ic e  in  r e la t io n  to  l a r ff f ° n  f il e  w it h  th e  B o a rd (in  c a s e  of  m i le a g e  ta r if f , sh ow  m ile a g e  f o r  e a c h  s e g ­m e n t in v o lv ed  and  in d ic a te  w h e th e r  s e g m e n t is  li v e  o r  f e r r y . )

6.  (a ) H as  th e  c a r r j e r  pa id , o r  d o e s  i t  c o n te m p la te  th e  p a y m en t of any  c o m m is s io n s ,d i r e c t  o r ' in d i re c t , in  c o n n e c ti o n  w it h  th e  p ro p o s e d  f li g h t?  YE S■NO_________ ___________________  _____________________

(b) If  " y e s "  g iv e  n a m e s  an d a d d r e s s e s  o f  su c h  re c ip ie n t s  an d in d ic a te  th e  a m o u n t pa id  o r  p a y a b le  to  ea ch  re c ip ie n t . If  an y c o m m is s io n  to  a t r a v e l  a g e n t e x c e e d s  5 p e rc e n t of  th e  to ta l c h a r t e r  p r ic e , a t ta c h  a s ta te m e n t ju s ti fy in g  th e  h ig h e r  am o u n t u n d e r  th is  re g u la ti o n .
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7.  (a ) W il l th e c a r r ie r  or an y a ff il ia te  p ro v id e an y s e r v ic e s  or  p erf orm  an y fu ncti ons in
ad dit io n  to  th e actu a l a ir  tr an sp orta ti on ?  YE S_________________  NO ______________

(b) If " y es , " d e s c r ib e  s e r v ic e s  or  fu ncti on s: _____________________________________________

8. N am e and a d d r ess  of  ch arte rer:

9.  If ch arte r  i s  s in g le  en ti ty , in d ic a te  p u rp ose  of  fl ig ht :

10. On w ha t dat e w as th e ch a rte r  con tr act ex e cu te d ? _________________________________________

11. If th e ch a rte r  is  pro  ra ta , h as c op y of P a r t  29 5 of  th e C iv il  A eron au ti cs  B oard 's  
E co n om ic  R eg u la ti on s b ee n  m a il ed  to  or d e li v e r e d  to  th e p ro sp e c ti v e  ch a r te r er?
YE S NO
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A PP L IC A T IO N  F O R  A UTHO RIT Y  T O  CO NDUCT TR A N SA TL A N TIC  
PA SSEN G ER  C H A R T ER  F L IG H T S  - -  S T A TEM EN T O F S U PPO R TIN G

  IN FO RM ATIO N

P A R T  II - T o  b e  c o m p le te d  fo r  pr e,  r a t a  o r  m ix e d  c h a r t e r s  on ly :

S e c ti o n  A  - T o  b e  supp li ed  b y t r a v e l  ag e n t,  o r , w h e re  no ne,  by  th e  a i r  c a r r i e r  o r  an  
a f f i li a te  u n d e r  it s  c o n ;r o l w h e re  e i th e r  of  th e  l a t t e r  p e r f o r m s  o r  p ro v id e s

any  t r a v e l  a g e acy  fu n c ti o n  o r  s e r v i - e ' ex  el ud in g a i r  t r a n s p o r ta t io n  s a le s
b u t in c lu d in g  la nd  to u r  a r r a n g em en ts } :

1- (a ) Is  th e  t r a v e l  ag e n t a  m e m b e r  of  th e  c h a r te r in g  o rg a n iz a ti o n ?
YE S______________________________ NO___________________________________________

(b) Is  any  o f f ic e r , d i r e c to r , e m p lo y ee  o r  fa m il y  m e m b e r  of  th e  t r a v e l  a g e n t a m e m ­
b e r  of  th e  c h a r te r in g  o rg a n iz a ti o n ?  YE S NO  If  a n s w e r  is
" y e s , " g iv e  n am e(s ) of  s u ch  p e r3 o n (s )  and  d e s ig n a te  w h e th e r  su c h  p e rs o n (s )  be  an  
o ff ic e r,  d i r e c to r , em p lo y ee , a n d /o r  fa m il y  m e m b e r:

2. H as  a g e n t fu rn is h e d  s o l ic it a ti o n  m a te r i a l s  to  c h a r t e r e r ?  YES  NO
If  a n s w e r  is  " y e s , " su p p ly  copy  of  each  ty p e  of  m a te r i a l  h e re w it h .

3. W hat s p e c i f ic  s e r v ic e s  h av e  b ee n  o r  w il l h e  p ro v id e d  by  a g e n t to  c h a r t e r e r  on  a g ro u pb a s i s ? ______

4. W hat  s p e c i f ic  s e r v ic e s  h av e  b ee n  o r  w il l b e  p ro v id e d  by  a g e n t to  in d iv id u a l p a r t ic ip a n ts  in  th e  p ro p o s e d  c h a r t 's - ?

5.  (a ) D id  o r  w il l th e  a g e n t c o l le c t d e p o s it s  f ro m  in d iv id u a l p a r t ic ip a n ts  in  th e  c h a r t e r ?YES ___________  NO
If  a n s w e r  is  " y e s , " exp la in :

(b ) D id  o r  w il l th e  a g e n t c o l le c t d e p o s it s  f ro m  th e  p e r s o n 's )  o rg a n iz in g  th e  c h a r t e r ?
YES _____________ NO______  _  If  th e  a n s w e r  is  " y e s , " a r e  th e  d e p o s it s  in
th e  fo rm  of  a  ch eck , d r a f t  o r  m o n e y  o r d e r  d ra w n  on  th e  a c c o u n t of  th e  c h a r te r in g  
o rg a n iz a ti o n ?  Y E S ____________ NO_________________I f n o t so  d raw n , exp la in :

6. H as  th e  a g e n t in c u r r e d  a n y  o b li g a ti o n s  or.  b e h a lf  of  th e  c h a r te r in g  o rg a n iz a ti o n  re la ti n g
to  th e  e x p e n se s  of  s o li c it a ti o n  o r  o rg a n iz a ti o n  o f .t h e  in d iv id u a l p a r t ic ip a n ts  in  th e  
c h a r t e r in g  g ro u p  w h e th e r  o r  n o t it  is  th e  in te n ti o n  of  th e  c h a r te r in g  o rg a n iz a ti o n  to  
a s s u m e  u lt im a te ly  th e  o b li g a ti o n s  in c u r re d : YES  NO

7. H as th e  a g e n t o r , to  h is  know le dge , h a v e  any  of  h is  p r in c ip a l s , o f f ic e r s , d i r e c to r s ,a s s o c ia te s  o r  e m p lo y ees  c o m p e n s a te d  a n y  m e m b e r  of  th e  c h a r te r in g  o rg a n iz a ti o n  in  
r e la t io n  e i th e r  to  th e  p ro p o s e d  c h a r i e r  f li g h t o r  any  la n d  to u r ?  YE S NO

8 . D oes th e  ag e n t h av e  an y  f in a n c ia l i n t e r e s t  in  an y  o rg a n iz a ti o n  re n d e r in g  s e r v ic e s  to  th ec h a r te r in g  o rg a n iz a ti o n ?  YES  NO
If  a n s w e r  is  " y e s , " exp la in :
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1 /

V e r if ic a ti o n

S T A T E  O F ) s s .
CO UN TY  O F________________________ )

____________________________________________. b e in g  du ly  sw o rn , d e p o se s  an d s a y s  th a t
N am e

to  th e  b e s t of  h is  k n ow le dge an d  b e l ie f  a l l in fo rm a ti o n  p re s e n te d  in  P a r t  II,  S ec ti o n  A  of  th is  
S ta te m e n t is  t r u e  an d  c o r r e c t .

S ig n a tu re  an d  a d d r e s s  of  t r a v e l  agen t 
o r , if  none,  of a u th o r iz e d  o ff ic ia l of  
a i r  c a r r i e r  (a s  to  q u e s ti o n s  2-8 ) 
w h e re  su ch  c a r r i e r  o r  an  a f f i li a te  
u n d e r  i t s  c o n tr o l p e r f o r m s  any  
t r a v e l  a g e n cy  fu n c ti o n  o r  s e r v ic e  
(e x c lu d in g  a i r  tr a n s p o r ta t io n  s a le s  
b u t in c lu d in g  la nd  to u r  a r r a n g e m e n ts ) .

S w orn  to  b e fo re  m e  th i s  day , 
th e ___________of_______________, 19

(S ig n a tu re  of  p e r s o n  a d m in is te r in g  oa th .
A ls o , s e t fo r th  h e r e  bel ow  th e  n a m e , a d d r e s s , 
an d  a u th o r it y  of  su c h  p e rs o n )

(S EA L)

W a rr a n ty

I . ________________________________________________, r e p r e s e n t  an d
N am e

w a r r a n t  th a t I h av e  a c te d  w it h  r e g a r d  to  th is  c h a r t e r  o p e ra t io n  (e x c e p t to  th e  e x te n t fu ll y  
an d  s p e c i f ic a l ly  e x p la in e d  in  P a r t  II , S ec ti o n  A) an d  w il l a c t w it h  r e g a r d  to  s u ch  o p e ra ti o n  
in  a  m a n n e r  c o n s is te n t w it h  P a r t  29 5 of  th e  B o a rd 's  E c o n o m ic  R e g u la ti o n s .

S ig n a tu re  an d  a d d r e s s  of  t r a v e l  ag e n t 
o r , if  none,  of a u th o r iz e d  o f f ic ia l of  
a i r  c a r r i e r  (a s  to  q u e s ti o n s  2 -8 ) 
w h e re  su ch  c a r r i e r  o r  an  a f f i li a te  
u n d e r  it s  c o n tr o l p e r f o r m s  any  t r a v e l  
ag e n cy  fu n c ti o n  o r  s e r v ic e  (e x c lu d in g  
a i r  tr a n s p o r ta t io n  s a le s  b u t in c lu d in g  
la n d  to u r  a r r a n g e m e n ts ) .

72 536 0 — 61— 8
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A P P L IC A T IO N  F O R  A U THO RIT Y  T O  CO NDUCT TR A N SA TLA N TIC  
PA SSEN G ER  C H A R TER  F L IG H T S  - -  S T A TEM EN T O F SU PPO R T IN G  

IN FO RM ATIO N

U^ - S e c ti o n  B T o  be  su p p li e d  by  c h a r t e r e r :

D e s c r ip t io n  of c h a r te r in g  o rg a n iz a ti o n , in c lu d in g  it s  o b je c ti v e s  and  p u rp o s e s :

W ha t a c t iv i t i e s  a r e  s p o n so re d  by  th e  c h a r te r in g  o rg a n iz a ti o n ?

W he n w as  th e  o rg a n iz a ti o n  fo unded ?

S iz e  of  m e m b e rs h ip : 2 / P r e s e n t  L a s t  y e a r
Y e a r  b e fo re  l a s t

Q u a li f ic a ti o n  o r  r e q u i r e m e n ts  fo r  m e m b e rs h ip  in  o rg a n iz a ti o n  an d  m e m b e rs h ip  
fe e , if  an y:

H as  th e r e  b ee n  a n y  r e f e r e n c e  to  p ro s p e c t iv e  c h a r t e r  f li g h ts  in  so li c it in g  ne w  
m e m b e r s  fo r  th e  c h a r te r in g  o rg a n iz a ti o n ?  YE S NO

G iv e g e o g ra p h ic  d is tr ib u ti o n  of  m e m b e rs h ip  (I f con fi n ed  to  one  c it y , it  w il l be  
s u f f ic ie n t to  s c  in d ic a te , o th e rw is e  d e s c r ib e  lo c a l o r  l a r g e r  a r e a .  ) 3 /

If to ta l m e m b e rs h ip  in  th e  c h a r te r in g  o rg a n iz a ti o n  is  le 3 s  th a n  1, 0 00 , su b m it  l i s t  
sh ow in g  n a m e s  an d  a d d r e s s e s  of  m e m b e r s  in  go od  s ta n d in g . 4 /  If to ta l m e m b e rs h ip  
in  th e  c h a r te r in g  o rg a n iz a ti o n  i s  1, 0 00  o r  m o re , s ta te  w h e re  a l i s t  of m e m b e r s  is  
a v a il a b le  fo r  in s p e c ti o n . (G ro u p s  of  1, 0 00  o r  m o r e  m a y  be  re q u i r e d  to  su b m it  
m e m b e r s h ip  l i s t s  upon s p e c i f ic  r e q u e s t . )

A tt a ch  l i s t  of  p ro s p e c t iv e  p a s s e n g e r s , sh ow in g  fo r  ea ch : N am e, a d d r e s s ,  and  
w h e th e r  a m e m b e r  of  c h a r te r in g  o rg a n iz a ti o n  o r  r e la ti o n s h ip  to  a  m e m b e r  of  
c h a r te r in g  g ro u p . (N o te : T h is  is  a l i s t  of  p ro s p e c t iv e  p a s s e n g e r s  a nd  d o es  no t 
n e c e s s a r i ly  h av e  to  r e p r e s e n t  th e  p a s s e n g e r s  a c tu a ll y  c a r r i e d . )

P u r p o s e  of  tr ip :

W ha t a r e  r e q u i r e m e n ts  fo r  p a r t ic ip a ti o n  in  c h a r t e r ?
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12.  Ho w w e re  p r o s p e c t iv e  p a r t ic ip a n ts  fo r  c h a r t e r  s o li c it e d  (a tt a c h  a n y  s o li c it a ti o n
m a te r ia l )  ? _________________________

13. W il l th e r e  b e  an y  p a r t ic ip a n ts  in  th e  c h a r t e r  f li g h t o th e r  th a n  (1)  m e m b e r s  of  th e  
c h a r te r in g  o rg a n iz a ti o n  o r  (2)  s p o u se , d ep e n d en t c h il d re n , an d  p a r e n t s  of  a m e m b e r  
of  th e  c h a r te r in g  g ro u p , re s id in g  in  th e  s a m e  h o u seh o ld  w it h  th e  m e m b e r ?
YE S______________________________  NO ____________________________

14. W il l th e r e  be  a n y  m e m b e r s  of  th e  c h a r te r in g  o rg a n iz a ti o n  p a r t ic ip a ti n g  in  th e  c h a r t e r
w ho  w il l have  b e e n  m e m b e r s  of  th e  o rg a n iz a ti o n  fo r  a p e r io d  of  le s s  th a n  s ix  m o n th s  
p r io r  to  f li g h t d a te ?  4 / YES  NO
If  a n s w e r  is  " y e s , " g iv e  n a m e s  of  p a r t ic ip a n ts  w ho  w il l no t h av e  b e e n  m e m b e r s  fo r  
s ix  m o n th s  and  ju s t i f y  ( s e e  f 2 9 5 . 2( j) ):  __________________________________________________

15.  If  th e r e  is  an y in t e r m e d ia r y  in vo lv ed  in  th e  c h a r t e r ,  o th e r  th a n  th e  t r a v e l  a g e n t w h o se  
p a r t ic ip a ti o n  is  d e s c r ib e d  in  S ec ti o n  II  (A ), s u b m it  n am e , a d d r e s s , r e m u n e ra ti o n  an d  
sco p e  of  a c ti v it y :

16 . E s ti m a te d  r e c e ip ts :  X
( P r o  r a t a  ch a rg e )  (N o.  of p a s s e n g e rs )

= $____________________________________________
(E s ti m a te d  r e c e ip t  f ro m  c h a r t e r ’

E s ti m a te d  r e c e ip t s  f ro m  o th e r  s o u r c e s , if  an y:  E xp la in :

(a ) T o ta l r e c e ip ts  $

E s ti m a te d  e x p e n d it u re s , in c lu d in g  a i r c r a f t  c h a r t e r  ( s e p a r a t e ly  it e m iz e  a i r  t r a n s p o r t a ­
ti on , la n d  to u r , an d  a d m in is t r a t iv e  ex p e n ses ) :

It e m  A m ount P a y a b le  to

(t)  T o ta l e x p e n d it u re s  $ E x p la in  a n y  d if fe re n c e  b e tw e en  (a )
an d (b):

17. A re  an y  of  th e  e x p e n se s  in c lu d ed  in  it e m  16, above , to  be  p a id  to  an y  m e m b e r s  of  th e
c h a r te r in g  o rg a n iz a ti o n ?  YES _________  NO  If  " y e s , " s t a t e  ho w m uch ,
to  w hom  an d  fo r  w h a t s e r v ic e s :

18. Is  an y  m e m b e r  of  th e  c h a r te r in g  o rg a n iz a ti o n  to  r e c e iv e  any  c o m p e n s a ti o n  o r  b e n e fi t 
d i r e c t ly  o r  in d i r e c t ly  f ro m  th e  a i r  c a r r i e r ,  th e  t r a v e l  ag e n t,  o r  any  o rg a n iz a ti o n  
p ro v id in g  s e r v ic e s  in  r e la ti o n  to  th e  a i r  o r  la n d  p o r ti o n  of  th e  t r i p ?
If  " y e s , " e x p la in  fu ll y :
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19 . W il l any  p e r s o n  in  th e  g ro u p  (e x c e p t c h i ld re n  u n d e r  tw o y e a rs )  be  t r a n s p o r te d  w it hou t
c h a rg e ?  Y E S ______________________________  NO

20 . W il l c h a r t e r  c o s ts  be  d iv id e d  e q u a ll y  am ong  c h a r t e r  p a r t ic ip a n ts , ex c e p t to  th e  ex te n t 
th a t a l e s s e r  c h a rg e  is  m a d e  fo r  c h i ld re n  u n d e r  tw e lv e  y e a r s  o ld ?
YES _______________________________________ NO _________________________________________

21.  S e p a ra te ly  s t a t e  fo r  th e  ou tb ound and  in bound  f li g h ts  th e  n u m b e r  of  o n e -w ay  p a s s e n g e r i 
a n t ic ip a te d  to  b e  t r a n s p o r te d  in  e a ch  d ir e c ti o n :

22.  If  m o r e  th a n  on e ro u n d  t r i p  is  c o n t ra c te d  fo r , w il l e a ch  p la n e - lo a d  g ro u p  m o v e  a s  a
u n it  in  bo th  d ir e c ti o n s ?  YES  NO

23 . If  t r a n s a t l a n t i c  c h a r t e r s  h av e  b ee n  p e r f o r m e d  fo r  o rg a n iz a ti o n  d u rin g  p a s t 5 y e a r s ,  
g iv e  d a te s  an d  n am e  of  c a r r i e r  p e r fo rm in g  c h a r te r s :

24 . H as  a co py of  P a r t  295, " T r a n s a t la n t ic  C h a r t e r  T r ip s ,  " of  th e  E c o n o m ic  R eg u la ti o n s  
of  th e  C iv il  A e ro n a u ti c s  B o a rd  b ee n  r e c e iv e d  by  th e  c h a r t e r e r ?
YES _______________________________  NO _____________________________________________

1/
V e r if ic a ti o n  of  C h a r t e r e r

S T A T E  O F ) SS:
CO UN TY  O F_________________________1

an d
(n am e) (n am e)

b e in g  d u ly  s w o rn , h e re b y  s e p a r a te ly  d ep o se  an d  s a y  th a t to  th e  b e s t  of  th e  k n ow le dge an d 
b e l ie f  of  e a ch  of  th e m  a l l th e  in fo rm a ti o n  in  P a r t  XX, S ec ti o n  B, of  th is  S ta te m e n t is  tr u e  and  c o r r e c t .

(S ig n a tu re  a n d  t i t le  of  o f f ic e r  - 
T h is  sh o u ld  be  th e  ch ie f o f f ic e r  of  th e  
c h a r te r in g  o rg a n iz a ti o n  e x c ep t in  th e  
c a s e  of  a sc h o o l c h a r t e r , in  w h ic h  c a s e

e r i f ic a t io n  m u s t be by  a  s ch o o l o ff ic ia l 
no t d ir e c tl y  in v o lv ed  in  c h a r t e r . )

S w orn  to  b e fo re  m e  th is  da y,
th e  _________ of _________________, 19

(S ig n a tu re  of  p e r s o n  a d m in is te r in g
oa th . A ls o , s e t  fo r th  h e r e  bel ow  th e  
nam e, a d d r e s s  and  a u th o r it y  of su ch  
p e rs o n )

(S EA L)

(S ig n a tu re  - p e r s o n  w it h in  o rg a n iz a ti o n
in  c h a rg e  of  c h a r t e r  a r r a n g e m e n ts ) .

S w orn  to  b e fo re  m e  th is  day , 
th e____________ of  , 19

(S ig n a tu re  of  p e r s o n  a d m in is te r in g
oa th . A ls o , s e t  fo r th  h e r e  bel ow  th e 
n am e, a d d r e s s  an d  a u th o r it y  of  su ch  
p e rso n )

(S EA L)
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W a rra n ty  of  C h a r t e r e r

I,
(n am e) (n am e)

r e p r e s e n t  an d  w a r r a n t  th a t th e  c h a r t e r e r  h a s  a c te d  w it h  r e g a r d  to  th is  c h a r t e r  o p e ra ti o n  
(e x c e p t to  th e  e x te n t fu ll y  a n d  s p e c i f ic a l ly  ex p la in e d  in  P a r t  II,  S ec ti o n  B) , and  w il l a c t 
w it h  r e g a r d  to  su c h  o p e ra ti o n , in  a  m a n n e r  c o n s is te n t w it h  P a r t  29 5 of  th e  B o a r d 's  E c o ­
n o m ic  R e g u la ti o n s .

(S ig n a tu re  and  t i t l e  of  o f f ic e r  - 
T h is  sh o u ld  b e  th e  c h ie f  o f f ic e r  of  th e

c h a r te r in g  o rg a n iz a ti o n  e x c e p t in  th e  c a s e  
of a sch o o l c h a r t e r ,  in  w h ic h  c a s e  th e  
w a r r a n ty  m u s t be  by  a  sc h o o l o ff ic ia l n o t 
d i r e c t ly  in v o lv ed  in  c h a r t e r . )

(S ig n a tu re  - p e r s o n  w it h in  o rg a n iz a ti o n  
in  c h a rg e  of  c h a r t e r  a r r a n g e m e n ts )

1/
V e r if ic a ti o n  of  E m p lo y e r

(T o  be fu rn is h e d  w h e re  e l ig ib i li ty  to  p a r t ic ip a te  in  c h a r t e r  is  d ep e n d en t upon  e m p lo y m e n t 
by a  p a r t i c u l a r  e n ti ty ) .

S T A T E  O F____________________________ ) s s .
CO UN TY  O F __________________________j

, b e in g  d u ly  sw o rn , d e p o s e s  an d  s a y s  th a t to  th e
(nam  e)

b e s t of  h is  know le d g e  an d  b e l ie f  th e  a n s w e r s  to  q u e s ti o n s  4 an d 7 of  P a r t  II , S e c ti o n  B, of  
th is  S ta te m e n t a r e  t r u e  an d  c o r r e c t  in s o f a r  a s  th e y  r e p r e s e n t  th e  n u m b e r  and  e m p lo y m e n t 
lo c a ti o n  of  p e r s o n s  em p lo y ed  by

(n am e of  e m p lo y e r  en ti ty )

(S ig n a tu re  and  t i t l e  of  a u th o r iz e d  o ff ic ia l of  
em p lo y e r)

S w orn  to  b e fo re  m e  th is  day , th e  
________________of _________________ , 19

(S ig n a tu re  of  p e r s o n  a d m in is te r in g  oa th . 
A ls o , s e t fo r th  bel ow  th e  n a m e , a d d r e s s , 
and  a u th o r it y  of  s u ch  p e rso n )

(S EA L)
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W a rra n ty  of  A ir  C a r r i e r

T o  th e  b e s t of  m y  know le dge and  b e l ie f  a l l  th e  in fo rm a ti o n  p r e s e n te d  in  th is  s ta te m e n t,  
in c lu d in g  but n o t l im it e d  to f  th o se  p a r t s  v e r i f ie d  by  th e  c h a r t e r e r  an d  th e  t r a v e l  ag en t,  is  
t r u e  an d  c o r r e c t . I r e p r e s e n t  an d  w a r r a n t  th a t th e  c a r r i e r  h a s  a c te d  w i th  r e g a r d  to  th is  
c h a r t e r  o p e ra ti o n  (e x c e p t to  th e  e x te n t fu ll y  an d  s p e c i f ic a l ly  e x p la in ed  in  th is  s ta te m e n t o r  
any  a tt a c h m e n t th e re to )  an d  w il l a c t w it h  r e g a r d  to  su ch  o p e ra ti o n  in  a m a n n e r  c o n s is te n t 
w it h  P a r t  29 5 of  th e  B o a r d 's  E c o n o m ic  R e g u la ti o n s . 5 /

(S ig n a tu re  an d  t i t le  of  a u th o r iz e d  
o ff ic ia l of  a i r  c a r r i e r )

T h is  m u s t be r e ta in e d  by  th e  a i r  c a r r i e r  fo r  tw o y e a r s  p u rs u a n t to  th e  r e q u i r e m e n ts  of  
P a r t  24 9,  bu t open  to  B o a rd  in sp e c ti o n , and  to  be f il e d  w it h  th e  B o a rd  on  dem an d .

_1/ W hoever,  h av in g  ta k e n  an  oa th  b e fo re  a c o m p e te n t ---- p e r s o n ------ th a t he w il l te s t if y ,
d e c la re , d ep o se , o r  c e r t if y  t ru ly , o r  th a t a n y  w r it te n  te s ti m o n y , d e c la ra t io n , d ep o s it io n , 
o r  c e r t i f ic a te  by  h im  su b sc r ib e d , is  tr u e , w il lf u ll y  and  c o n t r a r y  to  su ch  o a th  s ta t e s  o r  
s u b s c r ib e s  any  m a te r i a l  m a t te r  w h ic h  he d o e s  n o t b e li e v e  to  be  t r u e , is  g u il ty  of  p e r ju r y  
and  sh a ll , e x c e p t a s  o th e rw is e  e x p r e s s ly  p ro v id e d  by  la w , b e  f in e d  no t m o r e  th a n  
$2 , 000 o r  im p r is o n e d  n o t m o r e  th a n  fi ve  y e a r s , o r  bo th . T i tl e  18, U. S . C . , S 16 21 ,

T h is  f ig u re  sh o u ld  r e p r e s e n t  th e  n u m b e r  of  p e r s o n s  e li g ib le  to  p a r t ic ip a te  in  th e  c h a r t e r  
by  r e a s o n  of  th e i r  e m p lo y m e n t,  m e m b e rs h ip , e n ro ll m e n t,  e tc . F o r  ex a m p le , if  th e  
c h a r t e r  is  b e in g  s p o n so re d  by  an  e m p lo y ee  r e c r e a t i o n  a s s o c ia ti o n  b u t is  o pen  to  a ll  
em p lo y ees  (w h e th e r  o r  no t a f f i li a te d  w it h  th e  a s s o c ia ti o n )  th e  m e m b e rs h ip  f ig u re s  
shou ld  r e p r e s e n t  th e  to ta l of  a l l th e  e m p lo y e e s , not m e r e ly  th e  m e m b e rs h ip  of  th e  
a s s o c ia ti o n .

_3/ If  e li g ib il it y  to  p a r t ic ip a te  in  th e  c h a r t e r  is  d ep e n d en t up on  em p lo y m e n t by  a p a r t i c u l a r  
en ti ty , th e  a n s w e r  to  th is  q u e s ti o n  sh o u ld  r e f l e c t  th e  g eo g ra p h ic  lo c a ti o n  of  th e  p la n ts  
o r  o ff ic e s  in  w h ic h  th o se  p e r s o n s  a r e  em p lo y ed .

4 / N ot  a p p li c a b le  to  c o ll eg e  cam p u s o r  s tu d y -g ro u p  c h a r t e r s ,  n o r  to  c h a r t e r s  l im it e d  to  
em p lo y e e s  of  a s in g le  G o v e rn m e n t ag e n cy , in d u s t r i a l  p la n t o r  m e r c a n t i le  com pany .

_j /  Any  a i r  c a r r i e r ,  o r  a n y  o f f ic e r , ag e n t,  em p lo y ee , o r  r e p r e s e n ta t iv e  th e re o f , w ho  sh al l,  
know in g ly  and  w il fu ll y , fa il  o r  r e f u s e  to  k ee p  o r  p r e s e r v e  ac c o u n ts  r e c o r d s  an d  
m e m o ra n d a  in  th e  fo rm  an d  m a n n e r  p r e s c r ib e d  by  th e  B o ard , o r  s h a ll , know in g ly  an d  
w il fu ll y , fa ls if y , m u ti la te , o r  a l t e r  an y  su ch  r e p o r t , a c co u n t,  r e c o r d  o r  m e m o ra n d u m , 
s h a ll  be  g u il ty  of  a  m isd e m e a n o r  an d, upon co n v ic ti o n  th e re o f , be  s u b je c t fo r  e a c h  
o ff en se  to  a fi n e  of  n o t le s s  th a n  $1 00  an d  not m o r e  th a n  $5 , 000 . T i tl e  49 , U.  S.  C . §1 47 2.
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TR A N SA TL A N TIC  C H A R T ER  PO ST F L IG H T  R E P O R T

In s tr u c ti o n s :

T h e  c h a r t e r e r  s h a ll  c o m p le te  an d  f il e  a r e p o r t  in  th is  fo rm  w it h  th e  a i r  c a r r i e r  w it h in  15 
d a y s  of  e a c h  o n e -w a y  o r  r o u n d - t r i p  c h a r t e r  f li g h t.  A  r e p o r t  in  th is  fo rm  s h a ll  a l s o  be 
fu rn is h e d  e a c h  c h a r t e r  p a r t ic ip a n t  by  th e  c h a r t e r e r  w it h in  15 d ay s  a f t e r  co m p le ti o n  of  e a c h  
o n e -w a y  o r  r o u n d - t r ip  c h a r t e r  f li g h t.

1. N am e of  c a r r i e r : ______________________________________________________ ___________________

2.  N am e of  c h a r t e r in g  o r g a n iz a ti o n :___________________________________________________ _____

3. A n a ly s is  of  c h a r t e r e r 's  r e c e ip ts :

(a) ________________________________ X __________________________________= ____________________
No.  o n e -w a y  p s g r s .  C h a rg e  p e r  p s g r . 1/

(i n c lu d in g  a m o u n ts  l a t e r  re fu n d ed )

(b)  ________________________________X___________________________________ =_____________________
No.  r o u n d - t r i p  p s g r s .  C h a rg e  p e r  p s g r . 1/

(I n c lu d in g  am o u n ts  l a t e r  re fu n d ed )

(c ) R e c e ip ts  f ro m  o th e r  s o u r c e s  (e xp la in ) =_____________________________________________ _

(d) T o ta l r e c e ip t s  /• (a ) + (b ) + (c ) /  = ____________________________________________________

4. A n a ly s is  of  c h a r t e r e r 's  e x p e n d it u re s :

I te m  of  e x p e n d it u re  2 / P a id  to  3 / Amiopn t

T o ta l 4 /
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_ 5 /
V e r if ic a ti o n

S T A T E  O F ) sj j.
COUNTY  O F_____________________________)

I, _ ________________________________________ , b e in g  d u ly  sw o rn , h e re b y  d e p o se  an d  sa y  th a t th isr e p o r t  h a s  b ee n  p r e p a r e d  by  m e  o r  u n d e r  m y  d i r e c ti o n  th a t I hav e  c a re fu ll y  ex a m in e d  it  an d  th a t to  th e  b e s t of  m y  know le dge an d  b e li e f  it  is  a c o m p le te  an d  a c c u r a te  s ta te m e n t,  and  a co py h e r e o f  h a s  b e e n  d is tr ib u te d  to  ea ch  c h a r t e r  p a r t ic ip a n t .

(S ig n a tu re  of  p e r s o n  in  c h a rg e  of  
c h a r t e r  a r r a n g e m e n ts )

S w orn  to  b e fo re  m e  th is  day ,
t h e ______________ of ______________ , 196

(S ig n a tu re  o f p e r s o n  a d m in is te r in g  oa th . 
A ls o , s e t f o r th  h e r e  bel ow  th e  n am e , 
a d d r e s s , and  a u th o r it y  of  s u ch  p e rs o n )  
(S EA L)

_1/ If  c h a r t e r  c o s t w as  n o t d iv id ed  eq u a ll y  am o n g  a l l  p a r t ic ip a n ts  a c tu a ll y  t r a n s p o r te d ,
in d ic a te  c l e a r ly  th e  in d iv id u a l a m o u n ts  c o l le c te d  and  th e  n u m b e r  of  p a s s e n g e r s  pay in g  ea ch  su c h  am o u n t.

A s a s e p a r a t e  it e m  th e r e  sh o u ld  be  l i s t e d  h e r e  a  to ta l of  a l l th e  a m o u n ts  re fu n d e d  to  th e  c h a r t e r  p a r t ic ip a n ts ; a l s o  l i s t  s e p a r a te ly  a i r  t r a n s p o r ta ti o n , la n d  to u r , an d  a d m in i­s t r a t iv e  e x p e n se s  (s how in g  co m p e n s a ti o n  fo r  la b o r  a n d  p e r s o n a l e x p e n se s  p a id  to  an y  m e m b e r  of  c h a r te r in g  o rg a n iz a ti o n ) .

D is c lo s e  a n y  re la ti o n s h ip  to  c h a r te r in g  o rg a n iz a ti o n .

4 /  If  th is  it e m  d o es  no t a g r e e  w it h  it e m  3(d) , su b m it  a n  e x p la n a to ry  s ta te m e n t a s  to  th e
r e a s o n s  t h e r e f o r . If  th e  to ta l e x p e n d it u re s  (i n c lu d in g  am ong  o th e r  it e m s  co m p e n s a ti o n  to  m e m b e r s  of  th e  c h a r te r in g  o rg a n iz a ti o n  b u t e x c lu s iv e  of  e x p e n se s  f o r  a i r  t r a n s p o r t a ­ti o n  o r  la n d  to u rs )  e x c eed  $7  50 p e r  ro u n d  t r i p ,  su ch  e x p e n d it u re s  s h a ll  be fu ll y  
s u p p o r te d  by  v o u c h e rs  su b m it te d  to  and  r e ta in e d  by  th e  d i r e c t  a i r  c a r r i e r  o p e ra ti n g  th e  c h a r t e r .  S uch  v o u c h e rs  m u s t c o v e r  a l l  e x p e n d it u re s  m a d e  on  b e h a lf  of  th e  c h a r t e r ­in g g ro u p  in c lu d in g  any  e x p e n d it u re s  fo r  b an q u e ts , g if ts , lo c a l t r a n s i t ,  e tc .

.5 / W hoever,  h av in g  ta k e n  an  oa th  b e fo re  a  c o m p e te n t ---- p e r s o n ------ th a t h e  w il l te s ti fy ,
d e c la r e , d e p o se , o r  c e r t if y  t r u ly , o r  th a t a n y  w r it t e n  te s ti m o n y , d e c la ra t io n , d e p o s i­ti o n , o r  c e r t i f i c a te  by  h im  s u b s c r ib e d , is  tr u e , w il lf u ll y  and  c o n t r a r y  to  s u ch  oa th  s ta te s  o r  s u b s c r ib e s  an y  m a te r i a l  m a t te r  w h ic h  he  d o es  n o t b e li e v e  to  b e  t r u e , is  
g u il ty  of  p e r ju r y , an d  sh a ll , e x c e p t a s  o th e rw is e  e x p r e s s ly  p ro v id e d  by  la w , be  fi n ed  no t m o r e  th a n  $2 , 00 0 o r  im p r is o n e d  no t m o r e  th a n  fi v e  y e a r s ,  o r  bo th .
T i tl e  18, U. S. C. 81 62 1.
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Exhibit No. 10

Leroy Tours,
Royal Tunbridge Wells, Kent, England, February S, 1961. 

Air Charter Exchange,
Washington, D.O.

Dear Sirs : As you are probably aware I am a large-scale operator of European 
"package" tours from the United Kingdom varying In price for a 14-day holiday 
for between 18-100 gns. with the majority In the 40 gns. range.

My yearly programs has a capacity of the order of 60,000 to 70,000 seats and 
las t year we ca rried  over 50,000 passengers to the Continent. The major ity of 
our bookings are by direc t recommendation and application although we do 
conduct a national advert ising campaign and take bookings through our 750 
agents.

There Is no doubt that we hold a vast potentia l from our United Kingdom 
clients for "package" tours  to the United States of America. Before we can 
launch such a scheme It will be essential for the price of a 14- to 15-day "pack­
age" to come within thei r reach and, as we see it, there  are  two main obstacles 
in the way at the moment: (a) The excessive tran satl ant ic char ter rates;  and 
(6) Reasonable all-in terms for accommodation and food In the United States.

We understand  from our good friend, Mr. Thunell, tha t there Is a fa ir chance 
tha t in the light  of this potentia l your Civil Aeronautics Board may well be 
disposed to relax thei r exis ting restrictions  to bring them into line with European 
practice and eagerly awa it developments along these lines.

We do not visualize any problems in coach transpor t In the United States but 
it is an absolute essential  of our “packages” that the cost is fully Inclusive door 
to door (including service ch arge).

I have sent two copies of our 1961 brochure  by separate airmail.  This will 
give you a good idea of our European “packages"—all tours prefixed by the 
letter “A” fly for pa rt of their Journey.

Yours fa ithfully ,
Lewis Leroy.

Exhibit No. 11

Lanseair Travel Ltd., 
London, January 26,1961.

Mr. B. Mansfield,
General Manager, Independent Airlines Association,
Washington, D.O.

Dear Mr. Mansfield : I would f irst like to say what a great  pleasure it was 
meeting you recently on your short visit to London, and to offer my congratula­
tions with regards to your appointing Hans Thunell as your sales manager. We 
shall all very much miss Hans in London, but do feel tha t you could not have 
made a better choice for the Job that you require.

As you know, we are extremely interested in promoting general trave l from 
Europe to the United States  of America and it is fo r this reason tha t I am pri­
marily writing to you. To the average person, one of the grea test deterrents 
for travel to the United States and for that matte r, any part of the Western 
Hemisphere, is primarily the cost involved. Not so much the actual cost for 
services within the United States such as hotels, internal trans fer, and sight­
seeing, but the tran sat lan tic fare. When one bears in mind the  money available 
to the  average European tourist in relation to the money available to the average 
American tourist , there  is a grea t differential. We have always found that one 
can place the normal expenditure for yearly vacations at approximate ly 15 per­
cent of the gross yearly income. This is at  the present  time in the United 
Kingdom £600. 0. 0. per year, which would therefore, allow £90. 0 0. available  for 
vacation purposes, or $252. In the United States where the average salary is 
in the region of $5,000 per year, this leaves availability for vacations, on the 
same percentage, $725. Therefore, bearing in mind these differentials  and the 
fact  tha t the air fare, transatlanticw ise is identical  for either United States  or 
European citizens, i t does seem that the Europeans are  a t a disadvantage.

As you are  probably aware, for travel  from the United Kingdom to the 
continent the nationa l ca rrie rs offer to the agencies, tour-basing fa res which are, 
of course illegal  as fa r as the Civil Aeronautics Board are  concerned, and it is 
also possible for charter  agreements to be made, by agencies to operate  certain
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fixed schedules during the course of the season to points from the United King­
dom to the continent, which as is normal on all  char ter fares, offer a consider­
able saving to those taking part.  Agencies, once the initial license has been 
granted, are  allowed to publicize and sell to the general public on a seat 
basis.

We do feel tha t there is a fantastic  potentia l within Europe for travel to the 
West, but this  will always remain largely unavailable to us all while the present 
fare  s truc ture  and basis of charter operations transatlantic-wise are kept to the 
present regulations, and we also feel tha t in view of the fact  th at your organiza­
tions are now entering into the European-United States traffic in a very serious 
manner, tha t through your good offices some approach could be made to the 
CAB, and any other authority necessary, whereby some definite relaxation 
of the present  regulations could be brought about for the European traffic to 
the West, which would enable this present unequal balance to be leveled out by 
giving the European tourist the opportunity to visit the Western Hemisphere 
on a  more realist ic fare basis.

Almost all of the countries in Western Europe and many in the East  have 
found tha t the greatest source of revenue is the touris t traffic and in view of 
the recent unsati sfactory balance-of-payments situation tha t has arisen, a vast 
increase in tourist  traffic into the United States would, without any doubt what­
soever, go a long way to bring about a more satisfactory and equal balance, but 
as I have stated,  this could only be done when facilities are made available for 
the vast potential tha t we have, and unfortunately  this can only ever be ac- 
?omplished by the relaxation of regulat ions which would allow either for regular  
scheduled services with tour-basing fares, or for open cha rter  for inclusive tour 
operations allowing for direct sale on a seat basis to the general public.

I feel sure tha t if your company were to pursue this matter  and the govern­
ment office involved were to make inquiries into this situation , they would find 
tha t the fact s tha t I have stated  will be substan tiated by other people in our 
trad e and the general public also.

I shall be visiting Washington toward the middle part of March, when I hope 
I will have the opportunity of meeting you again, and perhaps we may be able 
to discuss this mat ter in greate r detail.

Kindest regards,
Yours sincerely,

Lan se air Travel  Ltd.,
Henry C. Morritt, Director.
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(N TT G reporters  survey the 1961 ai r, sea and tour . . .
HP H E  cost of a holiday tour to North America,—at 
J- least for two weeks on present prices—is 

the major factor deterring more Britis h tour ist s
from visiting the U.S.A. and Canada,

This Is th e majo rity opinion of i------------------------------------------
tour  operators, airlines and  ship ­
ping companies asked by TTG 
this  week to comment on the  
potentia l mar ket for trans-At lan­
tic holiday traffic.

Proposals to set up a U.S.

T O U R  OPERATO RS

AMERICAN EXPRESS : “ We Those with more money choose 
governm ent tour ist bureau in the  hope th at  bo th air and  steamship the  Pacific coast — particular ly 
U.K appear to be universally  companies can get down to some °~-

* ............. * sort of 30-day ticket, possibly on
an ITX basis,” sa id Mr. R. Vance, 
travel dep artm ent manager , Lon­
don.

The trans-A tian tic farq. he
uy "

to be
welcomed. One of its chief func­
tions  would be to dispel pre­
sen t misconceptions th at  North 
America is "for milliona ires only.”

T o u r  operators arranging 
North  American holidays repo rt 
few difficulties in setting up 
tours, but  some say th at  the  
U.S.A. must  b e c o m e  more 
* tourist-minded.’

'Fares cut'  call
Although some carr iers blame 

the cost of holidaymaking within  
North  America for discouraging 
would-be tourists, tour opera tors tances Involved.

aa d fc J,  w as  d e f in i te !
deterrent  to expan<

to u r T fo W ff •anging 
and Canada

:■» i . Hi • ? i, , , i >■ i, < t:,«  rjru ry.t  s nvns

They feel th at  a two-week tour, 
Including meals, must sell for 
less than  £200 if  new and  bigger 
markets  are  to be tapped.

The  following comments, by a 
represen tative selection of com­
panie s dealing in North Ameri- 

trafflc, apply mainly to the  
.A., although  simi lar remarks 

made  in many  cases about 
Canada .

Wanted : an all -in  tour 
to America for 

under £ 2 0 0San Francisco.
Mr. Vance described _ _ _ _ _  

bookings for North American
tours as being on about the  same
level as  last year, There was, h o w -
eVer, & small inc rea se in en 
quiries.

should also educate Americans 
into  the  acceptance of tour ists 
from othe r countries.

CONSORT WORLD TRAVEL 
(van Ommeren): High cost is the 

dete rren t ~~ 1J  J *presented no difficulties. principal dete rren t to would-Pfe
One of th e fi rst duties of a U.S. {ourlsts to North'r  America, the  

tourist  office — “ which we wel- pres ent average  tour price being 
com e”—should be to make it £250 plus meals, said Mr. K.
known th at  the  cost of holidays Wachter, tours manager, 
within the  U.S.A. was not expen- « i  Sho 
sive, bearing  in  mind the  dis- price of

At present, said Mr. Vance, due 
to trans -Atlantic fares, a two- 
week tour  could not be arranged  
for less tha n £210-£230, ex­
cluding meals.

Cost-conscious tour ists chose 
the  east ern  seaboard, the most 
popular circui ts being New York- 
Washington - Chicago - Niagara 
Fall s - Boston, or a round trip 
Montreal - New York taking in 
Ottawa, Toronto, Niagara Falls 
and  Chicago.

prioe_S>i
eluding

THOS. COOK & SON: Short ­
age of money, lack of publicity, 
res tricted time  available  for holi­
days, and the  need to apply for 
U.S. visas in person—these are 
seen by Thos. Cook & Son as  dif- 
Acuities in the  way of developing

like to see an all-in tourism to North  America.
o n  Although bookings are "slightly 

’’ h e  s a i d | b a s e a  o n  up," inte rest  remains steady, 
said  a spokesman—and will re­
main so until more is done to 
publicise North  American holi­
days.

For thi s reason, the  company 
was in favour of a  UB. tourist  
offloe being s et u p here. Its  dut ies

ie said, be 
a ret urn journey far e of 
£60.

No difficulties

ed on 
about

There were no part icular diffi­
culties in setting up tours to the  
U.S-A. and Canada, but a tour ist 
office could do vital work in the  should be to promote, publicise, 
U.K. educa ting the people th at  advise, and issue literature. 
North  America is “ no t a million- New York and Niagara Falls 
alre ’s paradise." were quoted as the  two top

The  U.S. tour ist indus try tourist  draws. Oth er desirable

places were ou t of re ach for time 
and  money reasons.

FRAMES’ TOURS: Since 1958, 
the  tren d has been away from 
escorted tours  in favour  of inde­
pendent travel, said  Mr. E. J .  
Denman, manager, American 
Department.

The  eastern  seaboard of the  
U.S. and  Can ada  was popular, 
but the biggest draw was the  
Pacific coast.

Ne w ma rket
Average cost of a 25 - day 

escorted tour, with demi-pension 
accommodation, was £275-£300. 
If the  all-in cost of a North
ATwericflR n a 11 a a y mu a ' BE

i'Joo, a new
-------  h e s a S T

rough,
lar xet would oe taipped, k

u g ly  lcrM r.  U e n m a n  s tr o n g ly  i r l t i c i s e d  
delays in customs clearance at 
the  port of New York, which, he 
said, were not an encouraging 
star t to a tour.

Whil st some travellers objec tedj 
to the  need for visas, Mr. Den-f 
man said thi s was not  a major) 
deterrent, and  t h e r e  w e r i 
general ly no apprec iable delay  ̂
in obtain ing them.

HOULDER BRO S.: A bigger 
inte rest in N o r th  American 
travel is indicated by a five- or 
six-fold increase in enquiries, 
and bookings are  “ much better 
tha n last year,” said Mr. Pete r 
Warner, joint manager.

Whilst  winte r tours based on 
the  17-day excursion far e were 
popular, in summer the more ex­
pensive tour s were selling better 
than  the cheaper ones.

Price was the  biggest disadvan­
tage in promoting I ra Vel to Nofffl
A meric
Tare ' v

A year-round excursiof!
needed, in order to

bring the cost of a two-week holi­
day to £200 or less.

U.S. office needed
A tourist  office was definitely 

needed in the  U.K. to assist 
trave l agents and tour operators, 
and to publicise the U.S.A. 
generally.

It  should have at  its  head an 
experienced trave l man, no t a 
government official, Mr. Warner 
stressed.

POLY TRAVEL: Inclusive 
tour traffic to the USA . was the  
same as las t year, reported  Mr. 
Peter Gibson, publicity  manager. 
There  was more inte res t in  No rth 
America—but no t in package 
tours.

New York was in popu lar 
demand—-probably due to busi­
ness trave l. There  was litt le 
interest in the US . west coast.

“ The  simple mat ter  of pour 
shillings and  pence ’’ wa stf ie"

KLM Passenger Flights now opera te from and to

LO NDO N AIRP OR T CENTRAL

to sales resis tance
American business?  said 
Gibson.

A tou ris t office was needed ii 
the  U.K., b ut it  had “ a long joi 

i ahead of it,” in making travc 
I a gents and  the  public  bett e 
informed.

where all Passenger and Operations Departments are located

KUM CHECK-IN COUNTER. . .  CHANNEL 3 (Ground Floor)

Carg o flights will continue to operate from and to LONDON AIRPORT NORTH 
where Impo rt and Expor t Freight sections are located

NE W TELEPHONE NUM BERS 
PASSENGER ENQU IRIES: 
EXPO RI FREIGHT ENQUIRIES: 
EXPORT FREIGH T BOOKINGS:

SKYPORT 4321 

Extension 5609 5610 

Extension 5624 

Extension 5623

W A Y F A R E R S : U S .  tour ist 
a u t h o r i t i e s  were strong ly 
criticised by Mr. K. Gellan. 
manager of the company’s 

i America and  Can ada  travel de- 
! par tment.

Requests for lite rature  an d lists 
of forthcoming events  had  not  

) been acknowledged, he  claimed 
I There  were "dozens of instances '' 
which indicated lack of co­
opera tion from exist ing tourist  
organisations in the  U.S.A.

Mr. Gellan added th at  unti l 
more was done officially to 
promote the  North  American 
tour ist trade. Wayfarers was not  
inclined to spend any more big 
sums of its own on promotion.

Most of the people now trave l­
ling to North  America for non­
business reasons  were visiting 
friends or relations, he added.
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Exh ibit  No. 12

OM ESTIC  TRUNK LINES

9DODDDODDDPASSENGER
RE VE NU E
MILE S

SUPPLEMENTAL CARRIERS

DO il il il if ii i
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Exhibit No. 18
Air fares between leading points where new routes were granted in the Southern Transcontinental Service case, before and a fter start of new service

N ew  O rlea ns -L os  Ang eles :
Bef or e................................
A ft er..................................

A tl an ta -L o s Ang ele s:
Bef or e................................
A ft er..................................

M la m l- S an  Fra nc lsoo :
Bef or e................................
A ft er..................................

M la m l- L os Ang eles :
Bef or e................................
A ft er..................................

1- way  fares

1st  ola ss C oa ch

Je t P is to n J e t P is to n

6125 .00
125.00

6117.00
117.00

698 .60
98.6 0

690 .60
90.60

145.15 
145.15

187.15 
187.15

113.15
118.15

105.15 
105.15

196.90
196.90

186.90
186.90

150.20
150.20

136.55
186.55

174. 95 
174. 95

164.95
164.95

135.85
135.85

125.85
125.85

N o te .—N ew  r ou te s w er e p la ce d In  o per at io n  a n d " n e w ” fa res be ca m e ef fe ct iv e J u n e  11, 1861. 
So ur ce : Officia l A ir li ne G ui de s,  M ar ch  an d  J u n e  1961.

Exhibit No. 14
Federal Aviation Agency, 

Washington, D.C., March 21,1960.Mr. Clayton L. Burwell,
President, Independent Airlines Association,
Washington, D.C.

Dear Mr. Burwell : I am impressed by the fine safety record made by your association’s member airlines, and I am grate ful for the reassurance such an outstanding record gives to the flying public.
You have set an enviable goal for the res t of the industry. Your achievement speaks well for rigid safety standards and careful adherence to the principles of air safety.
My congratulations for 5 years, 3 ^  million passengers, and 6 billion passen­ger-miles of safe flying.

Sincerely,
E. R. Quesada, Administrator.

Mr. Burwell. Thank you, Mr. Chairman. I will be brief.
With respect to the figure yesterday of some $19 million that  it was 

suggested the supplementals had eithe r diverted or grossed in the 
New York-Miami market, I  have before me the figures based on actual inquiry from the carriers involved.

As I believe the Chairman of the Board stated yesterday, they do 
not have a breakdown at the Board tha t can give us these figures.

United States Overseas Airways during 1960 grossed $408,000. I 
have rounded out the figures. Great Lakes Airlines  received $322,000. 
Curry Transp ort had $383,000, and Trans-Alaska, $721,000, for a total 
of $1,834,000 in contras t to the $19 million figure asserted.

We are  checking. It  is possible th at one other carr ier performed a few flights which would not exceed a hundred thousand do llars or so. We will check tha t before the hearings close.
Mr. W illiams. You mean th at this  is thei r gross income?
Mr. Burwell. Gross income. This  is their gross income, ticket price, Mr. Chairman.
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Mr. W illiams. This does not include any cargo or char ter service. 
This is ticketed ?

Mr. Burwell. This  is individually  ticketed traffic. I can say, how­
ever, tha t there would be very, very little , either cargo or charter serv­
ice down there.

The second point I would like to make about th e $19 million figure 
is tha t the best estimate  we can give is th at t ha t figure would represent 
practically the entire income of the entire  industry from domestic 
civilian transport, so tha t, if we have taken $19 million out of New 
York and Miami, that would mean tha t we certa inly have not taken 
any anywhere else because the to tal would be in the magnitude  of cer­
tainly between $20 and $25 million out of domestic civilian opera­
tions.

What I strongly suspect happened is, in the calculations, they got a 
decimal out of place. I think tha t by the  time we finishing scratching 
this up instead of  being $19 million-some it may go as high as $1.9 mil­
lion but, in the interest of clarity, I want  to put tha t in the record 
and I  will be delighted to  cross-examine, i f I  may, anybody th at has a 
contrary view on that  figure.

Mr. W illiams. If  I  recall correctly that figure was th e gross oper­
ating  revenue tha t was received by all of these airlines on al l o f their  
services. I may be in e rror  about tha t but that is my recollection of 
the way it  was presented.

Mr. B urwell. If  th at  is the figure, Mr. Chairman, I have no quar­
rel. I thin k that that would be in the right magnitude. I t was my 
understanding and I believe it is so reported in the Aviation Daily  this 
morning  tha t it was asserted tha t we took tha t much money out of 
New York and Miami which ought to be ridiculous to go into.

The second point I wanted to make, and then I am through  with 
this phase of it, is th at it was also stated and it is accurate tha t the 
supplementals increased the revenue passenger-miles flown by ap­
proximately 1 billion between 1959 and 1960. If  you have a  copy of 
my statement and would be good enough to turn to exh ibit 5 ,1 think  
the reason for  that  will be readily  apparent.

I thin k you will notice that , when we are speaking  of civi lian traffic 
rath er than m ilitary, and this, as I unde rstand it, is the issue on diver­
sion since the milita ry traffic was all ju st s traight  competitive bidding 
at tha t time, the amount of civilian domestic traffic we received in­
creased only approximately  20 million passenger-miles between 1959 
and 1960 for an increase of plus 5 percent.

In  the international civilian market it dropped 90 million passen­
ger-miles between 1959 and 1960 for  a loss of minus 26 percent.

The increase w’as entirely  in the field of international milit ary 
where it increased almost 1 billion passenger-miles.

This was a result of one MATS competitive-bid contract which was 
successfully contracted for by Overseas Nat ional Airways and totaled 
some $28 to $30 million and, on a contractual competitive bid, they 
carried  this fo r 2.2 cents a mile.

Now, since tha t time, the Civil Aeronautics Board has put  in a floor 
on this type of carr iage of 2.9 cents a mile.

So I think it is readi ly a pparent  that , first, tha t is the only increase.
The civilian  marke t decreased.
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Secondly, on t ha t arithmetic, the  U.S. Government saved $10 mil­lion as between Overseas Na tional Airways carriage of these people last  year and the 2.9-cent floor this  year. The Federal Government has to pony up $10 million. I ask you if tha t is good or bad.So much for those two things  unless there was something tha t the chairm an remembers in  the discussion of  figures yesterday tha t you would like me to comment on.
Mr. Chairman, to go forward with my statement, and I promise you not to read it, this  is the 15th anniversa ry of the supplemental air  ca rrie r indust ry so that the usual  cry tha t we are fly-by-nights is now beginning to get a little  thin.
The industry’s 25 air carriers, among other things, are very g rate ­ful to the  Congress for last year  rescuing us from oblivion. You came to our rescue and commuted a death  sentence at  a time even we were about to have it.
With temporary authority,  as you know, it is difficult to obtain financing of any modem equipment requiring amortiza tion over 5- and 7-year periods when w*e have only 8 montns opera ting authority left.
Moreover, while we know that the big indus try has its troubles, we are going broke.
I have attached  as exhibit 3 (p. 88) the losses fo r the last several years of our industry.
Suffice i t to say that in the last 2 years, 1959 and 1960, these losses have come up to approximately $14 million and these losses are too large for the industry to sustain. Therefore , rather  than any fur ther  studies, we would pref er a congressional diagnosis of our industry this year  to a congressional autopsy next year.
The prime reason th at we have had to fight the big industry and to some extent some of the Government agencies for well nigh 15 years, certain ly 9 years in th is administrative proceeding, boils down to one simple thing and I think the committee put its finger on it yesterday. It  is the concern that,  if we prosper,  do wre hur t the big airlines? Diversion and exposure to diversion is the entire issue.
Now, in tha t connection, if we can put up a quick chart here I think I can give you the magnitude of what w’e are talking about and why we are  taking up your time and the Board’s time and everybody else’s time. I think  i t will surprise  you tha t in  the domestic char ter field we are arguing about a maximum possible diversion of 0.5 per­cent, one-half of 1 percent. This  figure is arrived  at by taking as an exhibit in here from the  Board’s figures the total char ter revenues in 1959 and 1960 of the 12 domestic t runk carriers. The ir to tal rev­enue, as you see there, is, to round out the figures, virtua lly $2 billion. This is not the entire scheduled industry.  This  is the 12, now 11 trun k carriers. That is their  total  revenue in dollars. This is the ir revenue from charters, slightly over $10 million.
The relationship oi those two, again being approximate about it, is one-half of 1 percent o f their  total revenues which visually is por ­trayed by that.
Now, there is no likelihood, regardless of what the Board does or the Congress does, that we can take  all thei r charter business. This is on the assumption that we took all of it and you passed a law tha t they could not fly a charter . That represents the degree to which
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they are  exposed in th e maxim um  view  to div ers ion  in th e domestic  
ch ar te r field.

Mr.  W ill iam s. I s th a t the re la tio ns hip of  the  $10 mi llio n to $2 
bil lio n ?

Mr.  Burwell . Yes,  si r;  one-h alf  of  1 pe rce nt,  roughly .
Now, the othe r item th at  has caused  so mu ch concern  is th e expo­

sure to div ers ion  in the in dividu al ly  ticke ted  traffic  field and I  hope  
I  have con vinc ed you an d I  th ink,  if  y ou look the  rec ord  ove r, I  will 
hav e convinc ed y ou th a t the  $19 m illi on  figure fo r New Yo rk  to  Miami 
is in f ac t a  max imum  of $1.9 mil lion .

Mr.  W ill iam s. Let  us go back to  th at  las t one fo r ju st  a mom ent.  
That  $10 mi llio n was the revenue fro m ch ar te r op erat ion s of  the  
schedu led  a irl ine s?

Mr.  Burwell. Yes,  sir . We  h ave a bre akdown , Mr. Ch airm an , as 
ex hib it 4 in the back of  my sta tem en t wh ich  b reak s it dow n acc ord ing  
to each  of  th e in dividu al  tr unk ca rr ie rs  an d adds  it  u p fo r 1959 and  
1960.

Mr.  W ill iam s. Does th at inc lud e the en tir e ch ar te r marke t or  does 
th at j us t i nc lud e t hat which  is  take n car e of  by  t he  sched uled ca rri er s?

Mr. Burwell . I t inc lud es only the ch ar te r marke t of  t he  12 t ru nk  
carrie rs.

Mr . W ill iam s. I  see.
Mr.  Burwell. I t  does no t incl ude , say , th e loca l serv ice ca rri ers 

which is very neg lig ible. No r does it  inc lud e ours . I t  inc lud es only 
th ei r r evenue s from  chart ers .

Mr.  W illiam s. Th e pu rpose of  giving  us th a t in fo rm at ion I  pr e­
sume  is to  po in t up  the all eg ati on  th at  the ch ar te r opera tio ns , as fa r 
as the ov era ll o pe ratio n,  is neg lig ibl e ?

Mr.  Burwell . Yes , sir , an d I  am tr y in g to  set ou t a ta rg et  of  o ver ­
lapp in g or  comp eti tive are a or  exposure to  div ers ion , wh ate ver you  
wa nt  to  c all it. Th is  is pr el im inary to  th e ass ert ion  that , a t l east on a 
histo ric  basi s, th a t area  th at we are  ta lk in g abou t an d ta kin g up  
yo ur  tim e w ith  is less th an  th ree-qu ar ters  of 1 perc ent.

Now,  th er e is also a wild general  asser tion th a t we are  rea lly  b iti ng  
in to these peo ple  an d I  wa nt  to  tr y  to  pin  it  dow n an d I  hope the 
othe rs w ill tr y  to  pin  i t dowm.

So much  f or the  domestic  ch ar ter .
Our  di sp lay shows an d ou r table shows th a t it  is on e-ha lf of  1 

percen t.
Now, with  respec t to  the individu al ly  tic ke ted  t raffic,  o ur  assert ion , 

an d I  wi ll tel l you  how we make th is  ass ert ion , is th at  it  am ounts  to  
0.22 percent  o f t he ir  tot al  reve nues—a nd  by tha t I  mean  the 12 domes­
tic  tr un k ca rr ie rs—fr om  dom est ic opera tions . T hat  is ar rive d at  as 
expla ine d on page  3 of  my sta tem ent fro m the  fact  th at  from  the  
Boa rd ’s r eco rds  we flew a pp roximately 400 m ill ion  rev enue pas senger - 
miles fo r the 12-month  per iod  en ding  Se pte mb er 30, 1960, th e la test 
figu res  we cou ld get.  Less th an  50 pe rce nt of  ou r revenu e pas sen ger - 
miles dom est ica lly  are in individu al ly  ticke ted  traffic. By  ass um ing  
the y are  50 perc en t we say  th at , because of  th e d ifference in  f ar es  which 
I  wil l go int o in de tai l la te r, bu t a radica l differe nce  i n fa re  no t more 
th an  a th ir d  of  the 50 perce nt,  nam ely  200 mil lion , could  possibly 
be d ive rsion so we come out wi th  a 66-million figure wh en re la ted t o th e 
29 bil lio n th at  the 12 trun ks  flew? which  res ult s in a pe rce nta ge  re la ­
tio nship  of 0.22 perce nt  that  is in dic ate d here.
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Adding the 0.22 percent and the 0.5 percent for charte rs which are 
the only two areas of overlappage in the domestic field, our  assertion is that the maximum overlapping could not exceed less than three- quar ters of 1 percent.

We believe th at that is all this  contest is about and has been in sub­stance for  15 years, and we are still at it.
Dur ing this period of 15 years, the revenues of the supplementals decreased from $70 million in 1952 to $62.8 million in 1959, or a loss of $7 million gross.
During this same period the route carriers increased their  gross from $1.75 billion in 1952 to $2.6 billion in 1959, for  a gain of almost $1 billion.
During this  time the ranks of the “nonskeds” were cut down from 

approximately 700 in 1947 to these supplementals standing before you today.
. During this time the supplementals have never asked for or received a dol lar of subsidy or mail pay while the U.S. domestic route carrie rs for domestic services only received subsidy between 1939 and 1958 of $424,560,000.
I believe, if i t were run up to date, it would approximate one-half of a billion dollars  now.
During this  time the supplementals have bu ilt a fleet of 164 aircraft.The chairman of the Board gave us credit  for  168 yesterday. Of these 164, 101 are oversea capable. The remaining 63 are sui table for support of limited and guerri lla warfare .
This fleet, and I think Mr. Spr inge r asked about this yesterday, can provide, at any given time, lif t for  9,855 people. In  other words, for a 2-hour flight, in  2 hours  we can pick up another 10,000. If  it  is a 24-hour flight we can pick up 10,000 a day and over 1,000 tons of equipment.
The industry has more than 1,200 pilots and supports more than 5,000 maintenance personnel.
Going back just  for a minute to  this figure of less than three -quar ­

ters of 1 percent exposure for diversion it is difficult to believe th at this really hur ts the b ig carriers and it  is almost impossible to believe tha t the myth  of competition in the airline  indus try can survive on no exposure to diversion at all.
I will only take about 2 minutes on what the supplementals have done in pioneering.
I think the chairman covered th at yesterday. I think it has been covered and I  think almost everybody agrees to it except perhaps  the big-route carriers , but during the 15 years we were talk ing about 

there have been only four significant developments in new ai r trans­
port markets and the supplementals or former supplementals have pioneered each of these. These are:  Fir st, the aircoach travel; sec­
ond, the  a ll-cargo or a irfreigh t business; third, commercial air  chart­
ers; and four th, the contract  air transpor tation of supplies and per- sonnell for  the milit ary.

The big carriers eschew competition as a preacher eschews sin and 
you can watch in each of these markets where we went in and where 
it is competitive we did all right and when they changed the rules and it was no t competitive then we were dr iven out and the big car­
riers did  all righ t.
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We start ed with the aircoach market,  without tr yin g to labor it at 
all. You recall as late as 1961 the spokesmen for  the big airlines, 
part icularly  American, United, and TWA were te lling the Congress 
and the B oard that th e so-called aircoach experiment was unworkable. 
Yet the “nonskeds” as they were known in those days, continued to 
fill a rising demand and to prosper in the aircoach field until  driven 
out by the Civil Aeronautics Board. Today, approx imately 50 per­
cent of the trunkline seats are in aircoach, and we have an exhibit  
showing the exact increase from year to year showing it back to about 
1950 when it star ted.

However, fares  have now been raised to a point at which new or 
lower economy service is again needed by the mass of American 
people.

Now, at the end of W orld Wa r II , in the fre igh t business th e U.S. 
air  tran spo rt system had no air fre igh t segment at all and rates for 
the transportat ion of property  averaged approx imately 60 cents per 
ton-mile. Again it was the new carr iers tha t brought these rates 
down to levels of a round 18 to 20 cents a ton-mile and these rates will 
be cut further in the near future.

I have cited in here, in case anybody wants to challenge tha t this 
is the way air fre igh t started, the air fre igh t renewal case which sets 
it out I  thin k very clearly.

The Board  again, and I  think Mr. Boyd emphasized this  yester­
day, found in the Commercial Charter Exchange case th at it was the 
“nonskeds” who had pioneered and developed the  commercial ch arter  
market, the $10-million market we just talked about.

In  the Ju ly 1960 issue of Reader’s Digest,  an artic le entitle d “How 
To Fly  to Euro pe for Less,” contains the following quo te:

The supp lementa l air lines ar e responsible for  much of the  pre sen t zooming 
chart er business. In  1955 when the  Civil Aero nautics  Board permitte d them  to 
begin tra ns at lant ic  ch ar ter operations, only 18 ch ar ter groups flew to Europe. 
Today at  lea st 1 of every 12 of the millio n plus U.S. tou ris ts to Europe  goes by 
chart ere d plane.

Along with the aircoach, the a ir fr eigh t, and the commercial char ter 
market, it was the sup pleme nta l which pioneered the mili tary  con­
tract business along with the former supplementals, such as Seaboard 
& Western,  Fly ing  Tigers , Slick, Taxico, Resort, and Trans Carib­
bean.

The percentage of dolla r part icipation by carrie rs in the MATS 
air lif t procurement, who were at one time supplementals, for  the 4 
years 1955, 1956, 1957, and 1958—involved is 89 percent of the total.

Again  tha t was an open competitive market. That is why we had 
tha t percent. They put  it up like a tobacco auction and the fellow 
who bid the cheapest got the market and the Government saved 
money.

Since tha t time it is not competitive money.
Now, the pioneering of supplementals and the apathy of old-line 

route carrie rs to mil itary contract  business was even more pronounced 
in the field of domestic passenger-military group tra nsporta tion  where 
the supplementals have carried more than three -four ths of the do­
mestic mil itary  g roups (CAMS) since 1951 transferr ing  these soldier 
boys.
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In  that  market the supplementa l have carried  more since 195k
Again  this is open bidding jus t like a tobacco auction.
The sup ple me nta l or former sup plementa l have historically been 

the carrie rs servicing the Loga ir freight  contract for the Air Force 
and the Quicktrans freight contract  for the Navy for almost 10 years,, 
which again was competitive bidding. They now are going to put 
floors on all of tha t so tha t tha t will bring  in the noncompetitive 
people.

Ju st a word on the  background of the availabil ity of these carrie rs 
for defense. As all of you recall in 1948 in the Berlin air lif t we rep ­
resented only 5 percent of the Nation’s c ivilian air  t ransport but we 
moved approximately 25 percent of the passengers and  57 percent o f 
the cargo tons carried by the commercial airlines in tha t strategic 
operation.

In 1950, the sup plementa l supported the Korean a irl ift  by supply­
ing over hal f the commercial capability called for by the military. 
Overseas National Airways, a supplemental, charged the Government 
$1.17 per mile for DC-4 aircra ft in the Korean lift  while Pan Ameri­
can was charg ing $1.60 pe r mile, United  was charging $1.70 per mile, 
and Northwest was charging $1.75 per mile, all for DC-4 aircra ft and 
the largest loads were carried by ONA.

The sup plementa l flew the first planes to Vienna in 1956 to air ­
lif t the Hungar ian refugees out of Europe. The Arctic  DEW line 
was supplied in substantial part by supplem enta l. In the Lebanon 
crisis, our carrie rs were to offer in response to an emergency phone 
call from the milit ary 38 four-engine aircra ft within 4 hours.

I will not read what the Board and the defense people have said. 
I think Mr. Boyd said some of it yesterday, that we were indispensa­
ble as a reserve fleet fo r national emergencies. So much for the pio­
neering of the sup plementa l which has created new pools of traffic 
for the route carrie rs and which has served as a yardstick to measure 
the claims of public service and national u tility  of the big  carriers.

If  I  may, I would like to get to the Moulder bill and the  Board bill.
In  discussing the Moulder bill we are not interested in any of t he 

technicalities  brought up as to whether  it  does thi s or the  other. We 
are only interested in the three advancements set in there: No. 1, to 
clari fy the concept of charter  by defining it as planeload hiring of 
air cra ft;  No. 2, they carry  the suggestion of giving a f irst refusal  to 
the char ter business to supp lem ental ; and, No. 3, they carry  the 
request for 190 trip s which equates to 16 per month. Fo r the rest 
we are not concerned and do not understand any of the other 
technicalities.

Mr. Williams. Will you repeat that point?
Mr. Burwell. The so-called Moulder bill, H.R. 7512, defines a 

charter . It  says, as I recall it, that  the supplementa ls will have 
unlimited char ter rights and the charter  is defined as the planeload 
hiri ng of an aircraft.

Mr. Williams. The planeload hiring?
Mr. Burwell. Well, as I understand,  Mr. Chairman, it is basically 

the common law definition of charter  i f you hire a bus for a load or 
you hire  a ship.

Mr. W illiams. I just did not understand it when you gave it the- 
first time.
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Mr. Burwell. I am sorry.
Now, if  I could go to the first one on this, clar ifying this  charter  concept which is very importa nt to us, Mr. Chairman, as I am sure you apprecia te, if our field is to be charter then the question of what  charter  is is the a ll-im portant question.
If  the Board  says, “W hat  you thought was a charter  is not a char ter and you have to carry a load according to these l ittle rules,” we do not have any market.
Mr. F riedel. Would you give an example of tha t as to whether i t is a char ter or not a charter?
Mr. Burwell. Mr. Friedel, I can read you about two pages. Let  me just  take one actual charter  and tell you wha t happened  to the people and what  happened to us in try ing  to  get the authority  from the Board to take them. This is at page 11 and page 12.
In  the internatio nal field, they ask eithe r the Ai r Charte r Ex ­change or a carr ier if they can take a charter. The charterer is told that lie must charter  and pay for the entire  a irc raf t and must qual ify as a bona fide group—and this is our problem, the question of bona fide group—within the rules and regulat ions of the CAB. In  prac­tically all instances the char terer does not even know that the CAB is in existence. He does not know anyth ing about its rules and regu­lations. Thus an extensive indoctrinat ion is begun by the car rier by letter , phone, and personal conference, to acquaint the charterer, who is ju st some guy heading a group which wants to go to Europe, with all o f the obligations they have to confirm in order to qual ify w ith the Board  for this.
The car rier ’s foremost interes t is to constant ly keep the charterer from giving  up the effort because of the sheer weight of paperwork and various assurances, sworn statements, explanations , and so forth necessary prio r to obtain ing the official Board  order approving the proposed flight.
Many times a qualified group does not know of i ts approval or dis­approval until jus t hours before flight time.
Can you imagine the uncer tainty  this causes a group of 90 to 100 people?
One such group serves as an example of the tria ls and tribu lations conf rontin g both carr ier and prospective char terer and the following chronological resume fair ly sets for th an average procedure which may or may not result  in the award of an exemption from the CAB to perform the flight.
A winter  sports club desired char ter transportation aboard a sup­plemental airliner. Its  membership comprised some 300 to  400 per­sons who had formed the club several years previous to develop a sea­sonal program of recreational  activities, including the  winter spor t of skiing. The group, upon learning of the supplemental carr iers’ eco­nomical rates for internationa l charter  transpor tation, contacted a supplemental carr ier for  the purpose of char terin g an air cra ft for  <5 of its members to fly to Germany for a holiday of winte r sports.Aft er several days of questioning and indoctr ination, the carr ier was successful in completing with the char terer a detailed question­naire to be filed aft er verification and mimeographing with the Civil Aeronautics Board in a formal applicat ion for an exemption to carry  this  with 20 copies for administra tive purposes. Prior to filing of the
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formal application by the carrie r, the  necessary charter agreement be­
tween the airline and the club was submitted to the Board for pre­
liminary  perusal—all according to the rules and regulations sur­
rounding  international char ter transportation . Short ly after filing 
the applica tion, the CAB advised the carr ier that additional info r­
mation would be needed; tha t is, a complete and current membership 
list of the club, togethe r with  advice tha t all persons to go on the 
charter  must have been members of the club for at least 6 months, 
and an explanation of the detailed cost accounting of funds  as set 
for th in the applica tion and supplied by the group. At this point, 
a major scheduled trunk airline  filed a formal protest to the eli­
gibil ity of the char ter flight, several pages in length, alleging among 
other things th at i t needed an extension of the Board's procedural time 
in which to file a fur ther answer to the supplementa l carr ier’s 
application.

This is all for just  one trip.
The CAB then required a resume of technical flight stops which 

would be made—thus necessitating a lette r from the carr ier to the 
Board endeavoring to answer the several questions raised. Mean­
while, the c arr ier’s attorneys, in ord er to protec t the  a irline’s interest, 
were compelled to file a formal  mimeographed reply to the CAB of 
some five pages in length  in answer to the flag c arrier’s opposition. 
Flight time was now approaching and the charterer had no way of 
knowing whether its trip would be flown or not. A few days later, 
in order  to make its application before the Board more precise, the 
carr ier filed an amendment to the formal application setting forth an 
increase of two persons in the charter  group, together with other 
insignificant data. Subsequently, the flag carr ier opposing the 
char ter filed a six-page formal document before the Board in fur ther 
pursuit of its  efforts to preven t the flight from moving on the supple­
mental airline. This  filing compelled attorneys for the carr ier to 
file a four-page answer—all mimeographed and prepared  in accord­
ance with the Board’s formal  requirements. Notwithstanding the 
foregoing, the correspondence, telegrams, telephone calls, and per­
sonal conferences between the  char terin g group, the carrier, and the 
attorneys for both the chartering g roup and the carrier , consumed an 
inestimable amount of time, effort, and expense to all concerned.

Fina lly, jus t hours prior to the takeoff time, the CAB issued an 
order grantin g the application and allowing the group to move. At 
no time prior to issuance of the official Board order  was the group 
assured that it would or would not move.

Fou r days subsequent to depa rture  of the char ter flight the flag 
car rier  which had opposed the charter  in the first place proceeded 
to file a forma l mimeographed document with the CAB objecting 
fur the r to the Board’s earlie r approval. This  filing necessitated 
counsel for the carr ier to file a reply—also mimeographed and con­
stituting a page and a half . Some 30 days a fter  the Board approval 
of the char ter, attorneys for the carr ier were compelled to fur ther 
satisfy the CAB by correspondence explaining other minor deficien­
cies in the performance of the flight and finally, a month and a half 
aft er the Board  gran ted the exemption for the flight, the Board 
issued another formal order  refereeing the controversy between the 
supplemental carr ier and the flag line by finding in favor of the
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supplemental carrier. Without  question, this  club will never en­
deavor to char ter another  airplane.

I will not go any fur the r, Mr. Chairman. I think the fact that all 
this  bores you to listen to, this  laborious detail,  m ight get across the 
poin t tha t every time we have a charter  flight we and all of our 
attorneys have to go through  this redtape and the result  is t ha t by 
this, instead of generating a market which helps the industry as a 
whole, you shoo people away and a guy says, “W hy sta rt a vacation 
by doing nothing but talk ing  to lawyers and filling out sworn state­
ments” whereas you will see and we have attached it here if  you make 
a misstatement it subjects you to up to  $2,000 fine or 3 years m prison. 
So that, th at group is no t going anywhere.

Mr. W illiams. You mean to tel l me that if a g roup of fr iends  and 
I  who composed no club or anything should decide to get together 
and go to Euro pe and we applied to an airline , try  to negotia te a 
charter  flight with them, that they would have to go through this 
procedure  before they could carry  us ?

Mr. Burwell. You would have to go throu gh this  and the other 
half which I did not read out of deference to your feelings and the 
other half is just as bad as tha t that you heard.

Mr. Williams. Does this apply on trunk lines  or charter  flights? 
Does that apply  on domestic flights?

Mr. Burwell. No. sir. It  is not that  bad. I t  is the same concept 
but it is not enforced quite so rigidly.

Mr. W illiams. Let us assume for a minute tha t this committee 
wanted to go on a tri p to Kansas  City or somewhere and we con­
tacted one of these supplemental carriers . Would that  supplementa l 
carr ier then have to go before the Board  and get a permit to make 
tha t flight?

Mr. Burwell. In foreign transpo rtation, yes, sir.
Mr. Williams. In domestic transporta tion, no ?
Mr. B urwell. In domestic tra nspo rtation, no.
Mr. Yates. You would not but the re could not be any person  on the 

flight who was not a member of the committee, you see.
Mr. W illiams. Who was not a member of the committee o r staff?
Mr. Y ates. That is right .
Mr. Williams. Let  us assume tha t a group of us want to go to  a 

football game, just  a group  of football fans want  to get together 
and char ter a plane and go to a football game. Do you mean we are 
precluded from doing t ha t ?

Mr. Yates. Yes, sir.
Mr. Burwell. That is what  we want to clarify. We have jus t a 

constant  argument.
Mr. W ill iams. I have known of cases where groups did charter  a 

plane and go to a football game. They were using a tru nk  carr ier 
or maybe a local service carr ier but they did not seem to have any 
difficulty.

Mr. Burwell. Mr. Chairman, I think you heard  the Chairm an of 
the Board yesterday use the deligh tful word “homogeneity” is re­
quired. As applied in the foreign field for a minute, as I under­
stand  it, first you must belong to a club which has been in existence 
more than 6 months. Secondly, the membership of  that club or group 
cannot exceed an arb itra ry figure. I think it is 20,000 people. That
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is why they turned down the Bri tish  Bar Association. It seems to 
me there is enough homogeneity as they call it of belonging to the 
Bri tish  Bar Association but  they said, “Because it is more th an 20,000 
people it  is not a group.”

Mr. Williams. Is that  in the basic law or does that  result from regu­
lations ?

Mr. Bttrwhll. It  is not, sir. That is our problem. The basic law 
at present says that,  if  you have a certificate  you may operate charter s 
or  special services according to regulations promulgated by the Board.

Now, the concept of cha rter we are discussing here now is more na r­
row than  the common law definition of charter . I t is more narrow 
tha n the ICC definition and practice  in charters of businesses. It  is 
more nar row than  the Maritime Commission’s charter ing of boats and 
it  is more narrow  tha n the E uropean countries or most of them follow.

Now, I would like to take just a minute, in view of what Mr. Boyd 
said  yesterday, to tell  you why i t is more narrow. The Inte rnat iona l 
Ai r Transport Association which we all know, the Board character­
ized as an all-embracing international cartel. In  other words, they 
fix prices set away from the operat ion of the American antitrust  
laws. I understand tha t the Department of Justi ce has never ap­
proved i t but, be that  as it may, tha t is IAT A. IATA  obviously wants 
to shoo everybody through thei r turnstiles  on individual tickets. The ir 
present minimum fares across the Atlanti c on individual tickets on 
jets are 7.1 cents a mile for this summer. On piston engine it  is either 
6.5 o r 6.3 cents. Whatever,  it  is quite high. They do not want charters  
because charters tend to threaten those rate s so that they made up the 
definition of  ch arter about bona fide groups th at  we are talking about 
and try  to make you look for a needle in the haystack or you cannot 
carry a charter.

The only quarrel I have with the Civil Aeronaut ics Board  on th is 
is that the Civil Aeronautics Board  swallowed and adopted this defini­
tion of IAT A’s hook, line, and sinker, and the Chai rman of the Board 
yesterday said that they adopted it  from IATA.

Now, what has happened then is th at the Civil Aeronaut ics Board, 
an arm of our Government, is runn ing a big police agency for  people 
like us to conform to a c harter definition tha t has been narrowed by 
our  opposition, namely, IATA, so th at  it  is just  as simple as that.

Now, my complaint is that I do not think they ought to tamper 
with the concept of  a charter,  as in all other industries, unless the re 
is some logical Government policy reason for doing so, and I resent 
the fact that  they adopt  something tha t our enemy has conceived of 
to pu t us out of business and to stifle this market.

I do not know enough to be wise about our l ittle  segment o f the  in­
dus try and I  am not going to get on the big indus try but I do say 
one thing wrong with the big industry is this protectionism and this 
idea of regarding the public as a prisoner rath er than  a customer. 
Th at  is IAT A’s philosophy, make the public a prisoner.

If  he does n ot go at  our r ates  of 7.1 cen ts a mile, l et him sta y in England. We 
do not  c are abo ut the  to ur ist  ef fort to g et people to America. He eit he r pays the 
price or does not  go and  we do not  wa nt  any  competition  or fooli shness about 
it.

That is all right . It  is a cartel openly and a cartel acts tha t way, 
but  I  do not think our Civil Aeronaut ics Board ought to permit them
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to follow the ir lit tle charter  definition and say, “That is why I have i t 
here” because if  t ha t is the policy let us know. Then we have not got 
a charter business because i f we are smart enough to get some this  way 
IATA  will make up an even narrower definition and, if our Board 
is going to follow tha t, we might as well face up to going out of busi­
ness now if we are going to be control led by IAT A. That is why I 
am really  worked up over this.

To complete this  I want  to say one other  thin g and give you an 
example of how picayune these things  are.

There is a ca rrie r p resent tha t is going to tes tify aft er me tha t told  
me this. They turned  down one of his charte rs on a temperance union 
because one of the flag ca rrier s saw and repor ted tha t one member of 
this  group of 70 or 100 took a drink  somewhere. Now, if that is not 
ridiculous  in a busy world where everybody is try ing  to make a living. 
I do not know whether  the flag carrie r had a guy offer him a drink 
or what, but I think the Federal Government has too many problems 
to canvass 80 people in a temperance union to see whether any one took 
a drink  o r not. But  th at spoiled the club and he lost the char ter and 
the 80 who do not drink  lost the trip because one backslider took a 
drink.  I am not try ing  to be funny.  This is the extreme to which thi s 
thing goes. It  would delight some medieval logician or some pet ti­
fogging lawyer to go through these rules and 1 have attached  them 
at the  end and I am a lawyer and supposed to know bett er but I can 
read it  four times and I  still  do not understand  it.

That is what the American public have to read and understand  and 
swear to and run the risk o f being put in prison up to 5 years if  they  
make a misstep. How can you generate business tha t way ?

I am told that the FB I had been called in on a couple of these. 
Th at is wha t we are  complaining about, Mr. Chairman. We want  a 
definition of charte r. Whatever else you give us, give us a definition 
of c harter in th e act and let the courts determine what  charter  is.

I think it is perfec tly obvious to you that, if you go to a banker and 
try  to borrow money and say, “We have a fine thing  here. We have 
unlimited c harter rights,” the  banker says, “Let my lawyer look at it.” 
He picks up this  tran satl anti c charter  policy and questionnaire. He 
says, “You do not have anything. By regula tion they can turn you 
off tomorrow. Besides, how many people are going to jump all these 
hooks to ge t a cha rter?” He is not going to lend you money and I do 
not blame him. I do not think you would eithe r when you see tha t 
anybody can take  a market which you split and if , for  some reason, they 
do not like it, they make it tha t big in one day. What kind of en­
vironment is th at to put millions of dollars  into equipment and hire  
people and stake your capita l ? Tha t is our first thing tha t we want 
you to earnestly consider in the Moulder bill.

There is only one thing else about it. I know t ha t all of you are 
concerned about th e new tourism pitch. I will no t get  over that.

I  did testi fy there  but I would like to go on record right now as 
sta ting  tha t that bill will fail in its purpose if everybody is driven 
throu gh the IATA  turnsti les at 7.1 cents a mile. I do not think tha t 
this Government can reach IATA  legally and I think the only thin g 
it can do is give it a li ttle competition in the charter  fie ld; and, as soon 
as you do, they will do more charters and get the IATA  rates down 
and the Englishman  and German who wants to see this country—and
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lias not enough money to do so and has not enough t ime to come by 
boat i f he works—will have a chance to come here and the fine purpose 
of tha t bill will be realized. I do not thin k it matters whether you 
appropr iate  $3 million or $5 million or  $10 million if you have an iron 
curta in across the Atlantic and across the oceans with these high fares. 
Maybe they are related  to  the carr ier’s costs. That is not the point. 
The point  is th at it has to be within the means of the public. If  it 
is within the means of the public they will come and if it is not they 
will not and they could not care less about what American airlines’ 
costs are. That is the American airlines’ business.

Mr. F riedel. Mr. Burwell, could you tell us for the record how 
many charter flights  the supplemental carrie rs had overseas last  year ?

Mr. Burwell. Mr. Friedel , as I  say, I  am glad you asked me that 
because I want to show in jus t a h alf  minute what the fru its of this  
narrow policy are. Namely, they are giving  the business not to Pan 
American and TWA, and I can understand the concern of the Con­
gress in protecting  to some extent our flag c arr iers; but the fru its of 
this policy is to tur n over the char ter business to the foreign-flag 
carriers.

Now, on page 19 we have the exact figures from the Bo ard’s records. 
These are pro rat a charter s between United States  and Europe be­
tween Apri l and September which is the busy season.

In  1959, the  U.S.- flag route carrie rs—this is across the  Atla ntic  so 
we are talk ing about Pan  American and TWA—took 213 charters.  
The foreign air  carriers took 281. They lumped the all-cargo and 
supplementals together and we took 265 fo r a tota l of 759.

In  1960, Pan  American and TWA  took only 287 for a sligh t in­
crease. The all-cargo and supplementa ls lost about 20 or 30 but the 
foreign air  carriers increased over 400 percent in 1 year  and took 1,018 
charters in 1 year for a tota l of 1,531. In other words, they took more 
than  twice as many as the American carriers, including us, took.

Now, how does tha t cure the gold flow and how does tha t promote 
tourism and how does that create an image abroad of being able to provide economical transpo rtation ?

Air. F riedel. Mr. Burwell, my question was, ITow many of the sup­
plemental air carriers went overseas on charter flights?

Mr. Burwell. H ow many in point of numbers of carriers , or how many flights?
Mr. F riedel. H ow many flights, all-cargo and supplemental airlines?
Mr. Burwell. I will try  to get you those figures because they 

lumped us together with Fly ing  Tiger, Seaboard & Western, and 
perhaps  Slick who were supplementals in the past but  are  not now.

Mr. Friedel. Can you explain why the fore ign a ir carrie rs increased 
400 percent as you said and the domestic airlines  or supplemental air carriers decreased ?

Mr. Burwell. I  think one of the reasons, Mr. Friede l, is tha t the 
Board  has put  th e harness on us under the illusion that we are com­
peting with Pan American and TWA. They have put the muzzle 
on us so tha t we cannot compete wi th KLM and Swissair.

Mr. F riedel. Evidently  they made it very stric t on the American 
carrie rs, the flagships as you call them. In  1960 they had 287 and 
the foreign  air  carr iers had 1,018. I  am not  speaking of the sup-
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plemental. I am talk ing about Pan American and TWA. Why 
are they held down ?

Mr. Burwell. I do not believe they w ant them. They want  people 
to go through the I AT A turns tiles jus t like going to the ball game.

Mr. F riedel. Who does not want them, the airlines  or the CAB ?
Mr. Burwell. I do not think Pan  American and TWA really want 

the charter  business. I mean they do not have to go throu gh a lot 
of red tape and you can see they only increased 50 to 60 between 1959 
and 1960.

At  the same time the foreign people were increasing 400 percent.
Now, these foreigners, and 1 understand tha t under  treati es you 

have to tre at them right but I do not see why we have to promote 
the ir business and muzzle people like us.

We ran  into situa tion aft er situa tion where the dependents of 
mili tary  people abroad  were char terin g not American carrie rs but 
Swissai r or KLM and I do not blame them. I would, too, to get a 
better rate  but they will not let us carry  them.

Mr. F riedel. Who is this, the  CAB ?
Mr. B urwell. The CAB.
Mr. F riedel. They fixed a r ate ?
Mr. Burwell. The problem is that  we get back to this concept 

of what is and what  is not bona fide and as the Chairman used the 
word “homogeneity.” Th at means that  you have to belong to a 
club and, if it is ju st a social club, th at is no good. I t has to be dedi­
cated to some metaphysical purpose that has nothing in the world 
to do with travel. If  there  is any possibility that  you got into the 
club and thou ght you might  some day want  to take a t rip , then you 
are guilty  as a snake. You have to pay dues. They go back to  see 
that your dues are curren t. If  they went back to see whether my 
dues are current in clubs I could never get on a trip.

Mr. F riedel. And foreign air  carrie rs do not have to go through 
that ?

Mr. Burwell. I will le t Mr. Yates explain that. He has just been 
through several of these charters. Do the fore ign carriers  go through 
this  ?

Mr. Yates. They have to apply for an exemption to perfo rm this 
type of flight and they have to also adhere to the provisions of the 
homogeneity.

Mr. Friedel. Do the same rules apply to the foreign air  carriers 
as to the U.S. air carr iers ?

Mr. Yates. I think they apply  but in our experience they have not 
been applied as s tringently. We have seen foreign air  carriers take 
groups tha t we do not believe we could have qualified to take. We 
have seen them take groups  tha t the CAB has turned down in the 
past by merely going to Canada and taking them out of Canada, by 
busing them up and things of th at nature . I cannot answer your ques­
tion fur the r than  tha t because I have not made any par ticu lar study 
on that.

Mr. Friedel. I would like to pursue tha t.
Mr. Springer. Would the gentleman yield ?
Mr. F riedel. Yes.
Mr. Springer. Then I  take it tha t your objection is th at the CAB 

is discriminating against you and I use the word “discr imina ting” on 
purpose.
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Mr. Yates. No, we are not taking th at position.
Mr. Springer. Are you not saying that , in not applying the same rules to foreign  air carrie rs tha t they apply to you, you are not able to put yourse lf through ?
Mr. Yates. No. 1, we are not here to compete with the foreign air  carriers . We do not like the restrictions for them or for us either.Mr. Springer. Tha t is a different d istinction. If  you are m aking it to tha t extent,  that is different. I understood from what you said that  they were apply ing a different rule to you than they were apply ing to foreign  charters.
Ju st incidental ly, are you saying that you cannot carry military per­sonnel in competition with Swissair ?
Mr. Yates. Yes, we can on charters.
Mr. Burwell. Then I s tand corrected on that, Mr. Springer.Mr. Springer. Thank you.
Mr. F riedel. Who enforces these rules?
Mr. Burwell. The Civil Aeronautics Board enforces them.Mr. F riedel. Have you complained to them about the foreign  car­riers  ?
Mr. Burwell. We complain constantly.
Mr. Friedel. About the foreign carrie rs ?
Mr. Burwell. Yes, sir.
Mr. F riedel. What is the result ?
Mr. Burwell. The result thus fa r has been nothing.  I t is true  tha t in this general area, as Mr. Boyd, the Chairman, said yesterday, they have put down for  hearing what  they call a hearing on a blanket exemption which would not  of itself change the bona fide rules we are talk ing about, but  would propose to substitute instead of having to go to the Board  fo r every one charte r an exemption over a per iod of time.I  agree with Mr. Springer. I do not think we want  to take the position or could sustain the fact tha t we have been discriminated against.
The point I make is tha t, since they have unlimited ticket ing au­thor ity, we do not  want the charter  field constric ted to a point where there is not any field there.
Now, subject to a couple of remarks I want to make on the first re­fusal thing, we think the same rules ought  to apply  to everybody but, since our only basic market we are talk ing about now is charter , if you can turn it on and off like you can a water spigot, you cannot get any financing and you cannot in a sensible way pin any hopes on that kind  of marke t to develop.
Mr. F riedel (presiding). If  they were to define the “cha rter  serv­ice” as you say, would it inter fere  with  the regularly  scheduled air ­lines flying overseas ? Let us say, for  instance, Fr ida y is a  good day or Satu rday  is a good day to go overseas and you get a ch arte r flight and according to the definition you could jus t go. Would that  in ter­fere  with the regularly  scheduled airlines  ?
Mr. Burwell. Mr. Friede l, I am sure they would say it would. I do not think it would myself but certainly they could scream tha t it would because they take the position that any one who carries  any way whe ther by bus or train or  boat or in his automobile is a passenger that  ought to be shooed into the airline  system.
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Mr. F riedel. Mr. Spr inge r b roug ht out a question yesterday that , 
in talking  about  domestic from New York to Miami, the nonscheduled 
or supplemental airlines would go on Frid ays  and Saturdays and 
Sundays  in the peak but on Monday and Tuesday and Wednesday 
and Thursday the regu lar scheduled airlines would go ha lf loaded 
and they had  to run the ir da ily schedule. Wil l that, not inte rfere  with  
the regu lar scheduled ai rlines ? That is the point tha t I  am try ing  to 
pursue.

Try to expla in to  us where it will not  affect them. I am very selfish 
about this. I have been fighting for years now to keep Friendship  
Air por t alive. We will spend over $200 million for Chan tilly  and I 
think they have it down the gut ter  because we have Friendsh ip, one 
of the best airfields in  the United Sta tes. I am fearful t ha t they m ight  
take the regu lar scheduled a irlines and send them to Chantil ly. I do 
not want them disrupted by allowing the supplemental carr iers to 
take the ir peakloads and just  runn ing out of Friendsh ip. Th at is 
where I am selfish about my view.

Mr. Burwell. Yes, sir.
Mr. F riedel. Exp lain  whether it will or will not hu rt the sched­

uled airlines.
Mr. Burwell. Well, Mr. Friedel, maybe I could explain it this 

way. I have it a li ttle  l ate r in my statement. Bu t while you are on 
the point, on the 10- trip au thori ty, f or instance, when those certificates 
are given us or when they gave us an exemption in 1955 to operate 
10 trips, they pu t a provision in there  tha t if any of th e b ig airlines 
were injured  by th e 10 t rip s use of it they could apply  to the  Board 
to have a reduction.

You see, the Board did not  guarantee us 10 trips. I t  put  the 
proviso in that , if a big airline was hur t, they could come to apply  
for a reduction. They invited them to, but, as f ar  as I know, none 
of them has ever appl ied for  a reduction. Every time we have a 
hearing they will holler about this thing bu t they have never applied 
for a reduction.

I hope you will ask them about that  because I have not known them 
to ask for  a reduction. Ju st as a mat ter of commonsense, I thin k 
it shows tha t they have not been hurt . I thin k the  figures we showed 
you this morning showed the magnitude. I th ink  we are arguing about 
less than a quarter  of  a percent  of the revenues. That is the magni­
tude of the  problem. I w’ish I  were wise enough to answer yo ur ques­
tion categorically but  I thin k I can answer how big a t arg et we are  
talk ing about and I think that  they ought to be required to explain 
why, if this has bled them white over these years and why if this is 
related  to the ir presen t pligh t, and we admit they are sick, if it  is 
related to it why did they not apply  to the Board and have it re­
duced; and they did not according to my information. If  there is an 
exemption, some obscure exemption to it, I would like to have them 
say so.

Mr. F riedel. I  intend  to pursue that  a little  further.
Mr. Burwell. All r ight , sir.
Mr. F riedel. You may proceed, sir.
Mr. Burwell. Thank you, sir. I  am through with the cha rter 

definition thing which we consider essential, for the simple reason 
tha t, if we are going to have a business we would like to know what
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it is. To get to the charte r-refusal thing,  and I  gather tha t tha t was not received too popularly, our position is very  simple. Fo r 15 
years we have screamed tha t the airline indus try needs some com­petit ion and we still scream that way and we do not ask for  any pro ­tectionism. We basically want the righ t to do a little  competing, feeling tha t competition is good even in the airline industry . But after 15 years we are getting fair ly skeptical about any competition ever being allowed so tha t, if it is going to be a protectionist system, we would like to put  in a request for  just a littl e bit of protection.

Now, if the Congress can see its way clear to unleashing us a little  bit and lett ing  us compete in a very narrow area tha t will keep the big airlines honest without hur ting  them, then we do not want  any first-refusal thing.  We are willing to take them on in the char ter field.
But, on the other hand, if we are criminals because we talk  about a littl e competition keeping people honest and there is going to be protectionism, then I thin k we ought to have a little  protectionism. Tha t is our whole case on the first-refusa l deal.
There are a couple of practical litt le things tha t I can mention there like the fact  that big carrie rs ge t in and out of the charter  field and kind of churn it up in a sporadic  and unpredictable way and they do so because i t is so inconsequential to thei r major  functions  tha t it is a minor byproduct and you can see f rom the figures in the back on this exhibit  on char ter revenues tha t they oscillate a good deal. If  they have some piston air cra ft waiting sale, they say, “Throw it in the char ter business.” If  they  sell it they are out. So tha t, it would help us to have fi rst refusal but our basic positon is, if  you give us some competitive right s, we do not want protect ion; but, if you are  not going to  give us any,  we are asking for  protect ion.
Mr. F riedel. Are you going to be much longer? We have some members who would like to ask questions of you.
Mr. Burwell. Five minutes; if I  may.
Mr. F riedel. You may proceed.
Mr. Burwell. I will not go into the tri p authority  in any detail 

because I can see tha t the committee wants to go on, but I do want to point out in the statement  tha t we have made a study of the price structure existing  in this and tha t, if you take for intsance Trans­continental, let us take American Airlines’ best piston engine coach equipment. I t takes over 19 hours and makes either 9 or 11 stops across there. Now the je t fa re across there, jet coach is aproximately $50 more than the supplementals  are charging across the country. If  you take your wife, th at is $100 and tha t is a lot of money. This is both coach, jet coach versus supplemental piston engine coach.
I would like to read jus t one paragraph or two out of Mr. Fried- lander’s article, the  trave l ed itor of the New York Times, on competi­tion. This is a t page 32. He says tha t there is really no price com­

petition at all and t ha t the air lines’ reply to thi s is that they are com­peting in the area of personal service and, to begin quoting the article on page 32, the thi rd  pa ragrap h:
The airlines reply tha t thei r competition comes in the personal service they give at the air  terminals and at their  reservation offices and in the food and beverages and the cabin service aloft.
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Mr. H emphill. May I  i nte rrupt a t th at  point  ?
Mr. Burwell. Yes, Mr. Hemphill .
Mr. Hemphill. Some time ago I had a situat ion where I had one 

flight back to Washington and I was told that there was a lack of 
equipment and I would have to wait for  an hour and a hal f. A busi­
nessman got on and he had had  the same experience except he had had 
it  on other  occasions.

Now, when you start, talk ing about competition in service and you 
know th at an airline has  canceled some equipment because it  can load  
up on the next fligh t and make i t pay, 1 do not think that  is giving 
service.

I want to  know if you are fam iliar with th at practice .
Mr. Burwell. Well, Mr. Hemphill, I agree with you. I do not 

thin k there is any price competition  and on many occasions I  think 
service competition is rather  poor and, since I  am so par tisan about it, 
I wanted to jus t read what  the  travel  editor o f the New York Times 
says tha t may not specifically get to your poin t bu t I think does pret ty well.

Mr. H emphill. I am thinking  about, the public. If  some airline  
has practica lly a monoply in a p arti cular area and has a ll these rights 
to run  these different flights in and out, you count on the flight and 
the weather is all righ t, but for some reason or o ther they jus t cancel 
flat in your face and you know i t is just  because the flight does not  
pay, but they will not admit it, of course, what is the answer to  tha t?

Mr. B urwell. Mr. Hemphil l, I  th ink the answer is to put in differ­
ent type people like us th at  want the business and do not listen to vice 
presidents about whether the traffic is there  and a lot of Harva rd 
studies but  go out to the people themselves and regard wha t they want as control ling like  any other  business.

Mr. H emphill. Bu t you were not there  because it  was not a peak day.
Mr. Burwell. Well, t ha t is certainly true. We fly sometimes other  

than  peak days but we try  to fly on peak days and do not apologize 
for  it because we wan t the plane there at the time the most people 
want to go. We regard t ha t ra the r than being evil as tryin g to follow the law of  supply and demand.

Air. H emphill. Thank you, Air. Chairman. Forg ive me for  in­
terrupting. I am jus t interested in that because I have witnessed it 
once or twice and I am a fra id I  am going to witness it again.

Air. Burwell. I am afraid you will, too, sir. To continue  just one 
paragraph  from Air. Fried lander  and then I  will try to  wind up :

The airlines reply tha t thei r competition comes in the personal service they give at the air  terminals and at thei r reserva tion offices and in the food and beverages and the cabin service aloft.
Here also, it takes a highly perceptive passenger to tell whether he has been waiting impatien tly on a telephone ringing in one a irline reservation office or another, whether he has been bumped off a flight because of overbooking by one airline or its competitor, whether the domestic champagne the stewardess offers him is bubblier in one plane than another and whether his weight allowance (forty  pounds on domestic coach and first-class flights) is more inadequa te on one plane tha n on another.
He certain ly finds no airline fighting competitively for his trad e by offering him free stopover privileges, such as are available on foreign routes. European airlines  advert ise that,  for the price of a ticket between New York and, say, Amsterdam, Copenhagen or Rome, the trave ler may visit a half-dozen major cities in between.
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In  this cou ntry  it costs the  passenge r money to make a sto pover; not much 
money, perhaps, but  the  principle seems to be viola ted a t the expense of the  
traveler . A New York-Los Angeles tick et today on a non je t air plane costs  
$166.25 in first-c lass. To include a stopover in Chicago today the passenger 
pay s $47.95 New York-Chicago, and  $120.35 for  a Chicago-Los Angeles ticke t. 
The  d ifference between  $168.30 and  $166.25 is $2.05. In a coach i t costs an ex tra  
$12.15 for  the  stopover. These annoy ing charges are  h ard to expla in, since they 
involve none of the  add itional  miles of flying a stopover in Pa ris  entai ls on a 
New York-Amsterdam  ticket.

It  is a fa ir  question, one worthy  of prom pt study , whether both the  indust ry 
an d air line passengers might not be served be tte r if the re were fewer airl ines 
ope rating opposing services over the same  route . There could be no less tru e 
competition than  the re is now. There might even be more if the CAB then kept 
a close eye on the  kinds of service being offered and compelled the  airl ines to 
live  up to the  responsibi lity inhere nt in their  Government-awarded franchis es.

Tha t is the view of Mr. Friecllander, the New York Times travel 
editor.

To conclude, Mr. Chairman, I go back to the fact tha t this  whole 
argum ent in our view about  a possible exposure of the diversion of 
less t han three-four ths of 1 percent of the domestic revenues of the 
trunk carriers . We do not think tha t anybody could assert seriously 
tha t it is because of us. Our indus try as you will see from the dollar 
sheets in the back is in bad condition.

What we are asking here in general terms is for some recognition 
of the pioneering tha t everybody except the Air  Transport Associa­
tion  agrees we have done, some recognition for  serving as a small ya rd­
stick and some recognition for being a ready reserve available for 
national defense—and at  the end I  want to show you one placard on 
that—and some recognition in keeping a small flame of free enter­
prise alive.

Now, our  situation  is desperate enough. As you can see from the 
financial figures we cannot temporize about what i t is we have to have, 
and, if you cannot help us, we will go away quietly. But the wise 
people among our group will qu it an d al l they will take with them as 
the  scars o f the 15-year battle  to create a lit tle bette r situation  in the 
ai r tran spo rt indus try is a very bit ter  realization that  the day has 
come when the small cannot oppose the big  in the U nited  States.

I  thank  you.
Now if you could bear with us jus t a minute, we would like to show 

you th is summary of where we fit in in national defense.
Mr. Springer. You have been an  hour and a half. We will have 

only 30 minutes for questions if you finish in the next 2 minutes. 
I  have lengthy questions.

Mr. Burwell. I am through, Mr. Springer. We will hold tha t un ­
ti l we ask questions. I  am ready, Mr. Springer .

Mr. Williams (presidin g). Mr. Springer.
Mr. Springer. I am going to ask these questions all  in good faith, 

Mr. Burwell.
Mr. Burwell. I know you are.
Mr. Springer. This  thin g is relatively new to me, beginning last 

year. Th at was the first time I had  an understand ing of a supple­
mental air carrier.

Wh at did you visualize as being the basic need for the continuance 
of  supplemental carrie rs ? What is the reason for them ?
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Mr. Burwell. I think the basic need, Mr. Springer, is first the de­
velopment of the charter  market which I thin k is still early in its 
development.

Secondly, I  do think there is a need for some price competition con­
troll ed in impac t against the big carriers. Those are the two rea­
sons, sir.

Mr. Springer. Now, in your previous test imony, you talked princ i­
pally about charte r. You have not developed anything in the ticket 
business yet. I think there is a  need in the char ter field. I am not 
sure there  is a need in the ticket field.

Mr. B urwell. Yes, sir.
Mr. Springer. If  we are going to ticket trunklines  there  ought to 

be a reason for it and tha t comes, I presume, first  because th at is the 
carr iage  which I would guess 96 percent of the American people use 
in going from one spot to another.

Mr. Burwell. 1 would agree with that, sir.
Mr. Springer. Now, on the charter I  am going to concede that there 

is a need. Yesterday the Chairm an of the Board relied to a great  
extent, in response to my question, on the fact tha t the mili tary  said 
it was needed. I have to assume t hat  is true. It  becomes a ques­
tion then beyond tha t how far  should this thing be developed. Tha t 
is the point  I am trying to get out. In the char ter field 1 am of the 
belief that there is a need. Wha t do you think  the need is in the 
ticket field ?

Mr. Burwell. In  tha t connection, and I apologize for being so 
long, you are exactly right.

Mr. Springer. Tha t is all righ t. You did a good job of develop­
ing your statement.

Mr. Burwell. I put about 15 or 20 pages in here that I had to skip.
Mr. Springer. I would rath er hear from you than hea r the 15 pages.
Mr. Burwell. I think you will see that it maybe boils down to this, 

sir. I am not picking on the big airlines but we cannot discuss it w ith­
out discussing them. The jets were hera lded as a lower cost operating  
airplane than  piston airc raft . Pa rt of thei r hard time is accounting 
how quickly you amortize cost. They have seen fit to raise the fares 
with a more efficient machine and they have ra ised them considerably 
and we have the table of the exact figures in here on chief routes like 
transcontinenta l and New York-Miami.

In so doing, I think they are cutt ing down the ir market ra the r than 
increasing it viewed from the angle of the trave ling public, so long as 
it is kept small enough to be a little bit  of a thorn in the ir flesh but not 
really enough to hur t them, I just  think it is good for them because 
it will make them extend the ir services to the  poor guy with the paper 
suitcase who has to  take his wife and he just  does not have the  money 
to go any other way.

That is why I thin k it is good. I scream about competition and 
maybe I  am like everybody. It  is good until  you get it. Bu t I do 
think th at, even in a regulated indus try, you have to have just  a littl e 
competition, pricewise I am talk ing about, to keep people on the ir toes. 
For th at reason I  think  we are good. I would not expect you to cut 
us loose so that  we could really hur t these people.

Mr. Springer. Are you wedded to the theory tha t there ought to 
be  a lim itation on flights by supplemental carriers?
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Mr. Burwell. I certain ly am n ot wedded to it, Mr. Springer.
Mr. Springer. Do you believe that  you can have unres tricted  flights 

by supplemental carriers and still m ainta in a trunkl ine system and we 
will talk about our feeder airlines.

Mr. Burwell. In  all honesty I  do not think  you could take the  lim­
itat ion off completely. I think i f you did we would really h ur t them. 
I have to be honest. I would love for you to do i t but I thin k we 
would really hu rt them.

Mr. S pringer. What would be your feeling about lim itation of sup­
plemental carriers to flights between pa rticular points or within p ar ­
ticu lar areas which apparently, as a mat ter of fac t, has to be done ?

Mr. Burwell. I would not like it  because, in the f irst place, I  think 
everybody realizes tha t we cannot compete head-on with the big car­
riers. If  we gave the public the  same thing the big carrie rs do, they 
are obviously going to fly the big carriers. The only way we can 
survive economically, aside from what  authority  you give us, is by giv­
ing the public something tha t the b ig carrier s for some reason do not 
give them and we whicn they want. They only relation  of tha t to 
your question is th at we have to move around like a guy backing up a 
football line and see where the opening is. If  you gave us a series of 
flights between, let us say, I)es Moines and Lit tle Rock, Ark., I for one 
would not be interested in it.

Mr. Springer. Let me ask you this . What percentage of the sup­
plemental t icket-line service is other than long flight? 1 am not ta lk­
ing about charter . I am talking about ticket now. I am in th at field.

Mr. Burwell. I would agree that what is other than long-line 
flight, leaving out the recru it runs you brough t up yesterday, would 
be practica lly negligible. You are right . Most of it is New York 
to the west coast, Chicago to the west coast, New York to Miami, 
perhaps Chicago to Miami. There are occasional o ther ones where 
for some reason a bottleneck appears , but those are the classic pa t­
terns. There  is no secret about that ; so that , as you say, most of it 
is longrun stuff.

Mr. Springer. All r ight.  Now, then, conceding that the  great ma­
jori ty of your business, either percentagewise or dollarwise, is in 
the long flight between high density markets, if tha t is true  then 
have we narrowed this question to limitat ion on the number of 
flights ? Is that the problem ?

Mr. Burwell. Yes, sir. I think it is.
Mr. Springer. Tha t is the problem as you see it in the ticket field. 

I  am not talking about charter. I am talking about the ticket field.
Mr. Burwell. Yes, sir.
Mr. Springer. If  legislation came up which limited you to  charte r 

flights only, could you survive ?
Mr. Burwell. I do not think so.
Mr. Springer. You are not sure about th at?
Mr. Burwell. Well, I will ret rac t that . I know we cannot be­cause we are losing money now.
Mr. Springer. Let me ask you this. Taking it all now, “charte r” 

plus “tickets,” both, divid ing that  into  two categories, “char ter” plus 
“tickets,” what  percent of the total  supplemental carrie r, percentage­
wise, is in each of those categories?
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Let us jus t take charter  first. You have 100 percent. How much 

of your dollarwise figure is in charter ?
Mr. Burwell. I can only give a guess, Mr. Springer.
Mr. Springer. You do not have any accurate figures?
Mr. Burwell. I do not at the moment. I can tell you why. The 

Board  has not required  this breakdown. It  w’ould require a fair ly 
elaborate  survey of our whole industry  to get t hei r figures and break 
it down.

Mr. Springer. Do you not think that is awfully important,  Mi\ 
Burwell, for  th is committee to have?

Mr. Burwell. I t is, sir, and I  trie d to  get it.
Mr. Springer. I would rath er not have a guess because th at could 

be most anything.
Mr. Burwell. I agree with you.
Mr. Springer. To the best of your information, could you supply 

this  committee with two figures: first of all, the percentage  break­
down between charter  and ticket  service. Then could you supply 
us with the dollars roughly tha t are in this of the total?  We will 
say, if it is $100 million, then how many dollars are in the charter  
service and how many dollars are in the t icket  business ? Can you do 
that?

Mr. Burwell. May I  ask an economist we have here whether  we 
can get it? I agree with  you that it is essential. We did try  to 
get it. I do not want  to tell you we can get it  if we cannot.

Mr. Springer , he tells me, first, that we cannot get it on Board 
figures. There are none there  on Civil Aeronaut ics Board  or Gov­
ernment figures. The only way I could get it is to try  to survey 
our members and get member figures and I will be glad to do so i f 
you want me to. I t will take some time, I am sure.

Mr. Springer. I think before we consider legislation we certainly 
ought to  have those figures before us to know which of these categories 
is predominant.

There is a second thing. There are how many supplemental car­
r ie r  now roughly? I am ta lking about operating. I am not talk ing  
about certificates not  being used.

Mr. Burwell. You want those presently opera ting ?
Mr. Springer. Yes, how many do you have operat ing at the present  

time?
Mr. B urwell. Mr. Springer , I may be 1 or 2 off depending on the 

definition of operating,  but our guess is 18.
Mr. S pringer. Out of th at 18 are there 6 or 7 or 8 or 9 that  do 80 or 

90 percent of the business? I understand there are some big ones' 
tha t do most of the business and I  want to know if tha t is correct.

Mr. B urwell. If  you lump in the military revenues, th at  is correct.
Mr. Springer. Out  of tha t 8 or 9 or 10, whatever i t is, how many are 

in strictly the char ter business ?
Mr. Burwell. Of the eigh t or nine large ones you are talk ing  about, 

how many are almost exclusively in the char ter business ?
Mr. Springer. Exclusively. They do not have to be tota lly but 

almost exclusively in the char ter business.
Mr. Burwell. I will say maybe three or four, subject, to this  re­

striction , Mr. Spr inger:  You began to inquire yesterday about recrui t 
ones from New Washington to San Antonio. That is individually  

72536— i61------ 10
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ticketed. I thin k virtually all of them are in and out of that  a t one 
time or another.  Southbound tha t is confined to Air  Force recruits.

Mr. Springer. But  is this in effect a charter ?
Mr. Burwell. Well, legally speaking, it is individually ticketed.
Mr. Springer. But it is in effect a charter  system. You actually fly 

that  plane ?
Mr. Burwell. The Board regards it as individually ticketed. We 

have individually ticketed tariffs, and so on, but it is a special flight 
for  Ai r Force recruits.

Mr. Springer. Then I take  it, if there are eight  or nine, tha t you 
have four or five tha t are in the ticket business along with charter ?

Mr. Burwell. Yes, sir, with  the qualification that some of the others 
are in it  in a minor way.

Mr. Springer. I see. You have 4 or 5 out of your 8, 9, or 10 tha t 
are presently in the ticket  business?

Mr. Burwell. If  it would help, maybe I could name off some.
Mr. Springer. 1 do no t need the names. I am just trying to find 

out. Of course, if you get this  revenue before me on ticket and 
charter  tha t will tell a lot more; but this four or live that are in 
the  ticket business are the ones who are principally interested  in the 
ticket business. Is that essentially ri ght ?

Mr. Burwell. They are interested in two different ways, Mr. 
Springer. All of them are interested  in i t because they have to do a 
littl e of it to supplement. The four, five, or six, the five or six we are 
talk ing about now, whatever figure is accurate, are interested in it 
primarily.

Mr. Springer. Let us get to th at point. We have to pin it down to 
these four  or five. Those are the four or five lines tha t, for thei r 
sources of revenue, principally depend upon ticket, is t ha t right?

Mr. B urwell. Yes, sir.
Mr. Springer. Do you have any idea what portion  of the revenue 

of these four or five is div ided between ticket and charter?
Mr. Burwell. Well, roughly, Mr. Yates who is very familiar  with 

it says 60 to 70 percent would be ticketed revenue on the group we 
are talk ing about who are prim arily  interested in ticketed stuff.

Mr. S pringer. Could you make a note o f th is? I take it these are 
all large carriers, the l arge r of the group, is that correct?

Mr. Yates. Thei r size fluctuates.
Mr. Springer. Now, can you give to this committee somewhere in 

this  record—and I wish you would send a copy to all the members of 
the subcommittee, please, and you might  give each of those lines 
individually—what percentage of the ir business, and also what dollar- 
wise, is divided between charter and ticke t?

Mr. Burwell. We will try to do this but  it  would be simpler know­
ing the accounting, if it would serve your purpose as well, to confine 
it to the civil ian rath er than  mi litary business.

Mr. S pringer. If  you want to  I  would ra ther have the civilian and 
milit ary separate if you can give it to us this  way because tha t is 
something tha t we want to look at  and something we certainly  want 
to have in mind. If  two or three  of these lines are principally  de­
pendent upon milita ry, we would like to know it.

Mr. Burwell. All right.
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(The information refer red to, when received, will be placed in the 
committee files.)

Mr. Springer. Mr. Chairman, tha t is all.
Mr. W illiams. Mr. Friede l?
Mr. F riedel. I have no questions.
Mr. Williams. Mr. Collier?
Mr. Collier. Let me preface my questions by saying tha t no one 

believes in the free competitive system any more than  I  do. However, 
as you know, in dealing with  a regulated service such as we are, there 
are some built-in problems in this mat ter of competition tha t you 
dwelled upon. One of them I believe, is a standard  set of ground 
rules so that competition is conducted in an atmosphere where every 
one is playin g by the same rules. And tha t leads to my first question, 
and it is th is : Why should there be a double standard of fitness, such 
as is provided  in the legislation before us, in dealing with the air 
carriers?

Mr. Burwell. 1 am not positive I understand what the double 
standard  is that you are refe rring  to, Mr. Collier. I agree. I do not 
think there  should be a double standard  in any of this.

Mr. Collier. Well, as I recall the language of the bill, it  defines 
the qualification of fitness based upon those things which are peculiar, 
I believe tha t is the word to the supplemental carr iers.

Mr. B urwell. Yes, sir.
Mr. Collier. I am not so sure tha t we should not retain the same 

standards of fitness, willingness, and ab ility as is required of all oper­
ating  members of the airline industry.

Mr. Burwell. I am not sure either, Mr. Collier. I am inclined to 
agree with you. As I understood the chairman yesterday on this 
point, he said tha t, while sup plementa l had a rather  peculiar and 
smaller market, tha t they measured the ir financial resources with 
reference to tha t market.

Now, it seems to  me tha t tha t is precisely what, they  do in the big 
industry. Fo r instance, if American Airlines which is a big and very 
fine ope rator  applies for  a route and a much smaller carr ier such as 
perhaps North east applies for the same route and it  is going to re­
quire jets and expanded  capital and so on, I would say tha t tha t is 
precisely what the Board does there. Af ter  considering the  need, 
they measure the  fitness of the carr ier financially and experiencewise 
to fill that need and, i f it required big money, my guess is tha t Ameri­
can Airl ines would have the inside t rack  and would have a better case 
than,  say, Northeast. If  it is different from that  I  do not understand 
it. In other  words, I do not think  it is a double standard . I think 
the Board tries to relate the market to the resources and ability  of  the 
carrie r. I certain ly am not for a double standard in any of this.

Mr. Collier. Mr. Burwell,  what  is your feeling on those supple­
mental carriers that  have received certificates but have failed for  a 
sustained period of time to use these certificates for the service th at 
they were gran ted ?

Mr. Burwell. It  is my understanding, Mr. Collier, t ha t perhaps, at  
least prio r to the bill last year that  Congress passed, the Board re­
quired at least some act ivity out of these carriers to  keep th eir certifi­
cate alive, and I think  tha t some act ivity should be required of them 
to keep them alive. I do not know exactly how much activity you
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have in mind. We might  differ on the degree of it, b ut I  do not think that a certificate should be allowed to  lie around indefinitely in some­body’s desk fo r speculative purposes.
Mr. Collier. 1 do not th ink we will have any trouble agreeing then in one area, and th at  is th is : that there a re eight  supplemental  carriers in fiscal 1960 who did absolutely no gross business in dollars.Mr. Burwell. I have not rechecked the list, Mr. Collier. I doubt if i t is quite tha t high but I  have not  rechecked the list and I  would not take issue with you.
Mr. Collier. There  were, according to what I thin k to be certainly reasonably accurate figures, four additional carr iers who did a gross of less than  $10,000 during fiscal 1960.
Mr. Burwell. Well, again not having checked the list, I cannot comment.
Mr. Collier. I thin k tha t if we are to assume tha t the g ran ting  of these services for  the purpose of these carrie rs render ing a public service, for I  can thin k of no other reason for grantin g that  certificate, then we have a rather  unhealthy  s ituation if this  is permit ted to per­sist and if, also, there is no prohibit ion against the gran ting  of grand­fath er rights to some o f these carrie rs who have failed to perform a service.
Mr. Burwell. I don’t have any trouble agreeing with tha t, Mr. Collier, with the one provision so th at  it  may be you don’t want to measure them inexorably by a short period. If  some of this  group of, let’s say, over the last 10 years, rendered very important services and maybe, in the  confused legal atmosphere confronting them, maybe are using wise business judgment to sit around un til the thing  is clarified, I don’t know th at you should penalize the guy unduly for using wise business judgment. Those that  have operated have lost. But  basically I  agree with you tha t there is on obligation on those people comparable to those that are  tryin g to operate service.
Mr. Collier. Do you condone the practice  of dormant carriers se­curing a certificate and then selling the  certificate without ever having used or with having used such certificate only to a very, very limited extent ?
Mr. Burwell. Well, again if they have never used it, I do not, I thin k we all apprecia te there tha t the Board has to approve the transfer and the refore the Board has a whack at this  problem, also, but stated as you put  it, do I condone certificates that have, in effect,, never been usefully operated being used for speculative purposes, the answer is “I do not condone it.”
Mr. Collier. This line of questioning I  might explain, Mr. Burwell, is prompted by the fact tha t I  thin k tha t this committee and Congress is faced with the responsibility of enacting legislation tha t is positive in this  area, that  is definable in its  ground rules so tha t section after section we are not obliged to come back here and hassle with this prob­lem with the inte rpretations and the  presen t flexibility of exist ing law.I would like, as one member of this  committee, to have legislation that  would cure thi s dilemma th at we seem to constantly find ourselves in in dealing with the supplemental airlines  and thei r relationship with the a ir travel business of the regularly  scheduled lines.Mr. B urwell. In  that, Mr. Collier, we see eye to eye. Ap art  from the many problems that  take up your busy time, we have the same
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problem with bankers and our own p lanning and we obviously want 
you to be generous with us but, among o ther things, we want you to 
be clear with  us and a man can make up his mind whether he wants 
to quit the business and forget it  or not.

Mr. Collier. Would  you then agree with me, and this  is my final 
question, tha t there is some house cleaning to be done »vithin your 
supplemental industry ?

Mr. Burwell. Well, we are certainly not perfect. The Supreme 
Court has jus t come down on one phase of this. I thin k you can 
understand tha t, with in the indus try, we can’t control everything. 
There are some things tha t could be improved and in all candor I 
think there is a great deal tha t could be improved in the big carrie rs 
but we are not discussing them now.

I thin k there is plenty of room for  improvement with in our in­
dustry. I do think  with pardonable pride  tha t in the last few years 
it has improved enormously and one of  our problems is tha t we are  
small and people don’t follow us all the time and I  think  a lot of sins 
tha t are att ribu ted to us are sins of several years ago.

Now, that is not true  in all instances but I think there has been 
grea t improvement and it seems to me tha t all of us ought to be given 
good credit for repentence and reform ation.

Mr. Collier. Let me say that I want  to assure you tha t I don’t 
think the need for house cleaning is unique to your industry at all. 
Tha t is all I have, Mr. Chairman.

Mr. W illiams. Mr. Devine.
Mr. Devine. No, thank  you.
Mr. Williams. Mr. Burwell, when this committee held hearings 

last year on s imilar legislation the committee was told that  th ree of 
the sup pleme nta l had a case in the  U.S. Court of Appeals for review 
of a Board  order denying them certificates. I suppose you are fam ilia r 
with that . Carr iers were Grea t Lakes, Curry , and Trans-Alaska.

Mr. Burwell. Yes, sir.
Mr. W illiams. The Board had refused to issue certificates to these 

carrie rs on the ground tha t the carriers had violated the Board’s 
rules rega rding frequency. What is the present status  of tha t case?

Mr. Burwell. Well, as the chairman said yesterday, Mr. Chairman, 
the  Supreme Court, I believe the day before yesterday , denied cer­
tior ari sought by these car riers to take  up for review the circu it court 
of appeals.

As we all know, tha t is the last roundup through the legal system 
and the net result  of tha t is to deny any authority  to those three car ­
riers. So, subject to an interval of a few days to petition  for  recon­
sideration, they a re dead. It  is jus t as if you take  a corpse and spade 
sod on top of him so tha t that page of history  is closed.

Mr. Williams. These carriers are not operating  now ?
Mr. Burwell. They may be opera ting today, Mr. Chairman. I 

don’t know but as soon as the  last procedural detail in the Supreme 
Court order is finished, they will not be operating.

Mr. Williams. Mr. Burwell, let me ask you th is : Could the sup­
plemental ca rriers live with the Board’s bill ?

Mr. Burwell. Th at is a tough question, Mr. Chairman.
Mr. Williams. If  I recall correctly, they were in here last year 

support ing virtually the same bill very strongly .
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Mr. Burwell. You mean the Board’s bill ?
Mr. Williams. The supplemental car riers.
Mr. Burwell. Yes, sir.
Mr. Williams. Now I know tha t they have a bill which they are sponsoring which goes quite a bit fur the r than  the Board’s bill in granting addit ional  privileges to these carrie rs and eliminating re­sponsibility.
Now, of course, I can understand  tha t natu rally  from a business standpoint. All you want is a fair  advantage.
Mr. Burwell. Tha t expresses it very well, Mr. Chairman.
Mr. Williams. I cannot blame you for it, but seriously, I  want to ask you if you could live with the Board’s bill.
Mr. Burwell. Well, Mr. Chairman, let me pu t it this wa y: Again we are very grat eful for what the Congress did last year but  try ing  to live with it cost us $5 million. Th at sounds like peanuts in the avia­tion business but it isn’t peanuts compared to our indust ry. In  the last 2 years we have lost approximately $14 million.
Mr. Williams. Do you attr ibute a lot of tha t to the fact you are only operating  under temporary au thori ty ?
Mr. Burwell. Well, tha t certain ly is a factor. I don’t know how to evaluate how much of a factor it is but it is some of it.
Mr. Williams. Tha t still does not answer my question as to whether or no t the supplemental carriers could like with the Board’s bill.Mr. Burwell. Well, I don’t want to be evasive or cute, Mr. Chair­man. I can put it this way. I don’t have a share of stock in any of  these companies. I realize your time is short. Two or three of them want to tell you their  situations in a few minutes. Maybe they can answer it better than  I could because it is thei r money.
Mr. W illiams. You represent them.
Mr. Burwell. I represent them and am president of the association but maybe they  don’t apprecia te my answering whether they can live on it  or not. Maybe some of them could or some couldn’t. I can state it ano ther way.
Mr. Williams. You a re authorized, as I am told, to speak for them. Of course, I  realize also that there may be a little disagreement among your own group.
Mr. Burwell. I think tha t is an understatement, Mr. Chairman, to put it another way, I  don’t believe I  could give an honest answer. I am not tryin g to plead the f ifth amendment but I  am in a guess area and, if I said tha t they could not live on i t, I just don’t know and I don’t know whether they could.
Mr. W illiams. To give you an example of what I am talking about, there is the so-called Moulder bill sponsored by your  group. The first section of th at bill adds a new definition to ex isting law, the  definition of supplemental carr iers. This definition provides in part  that “sup­plemental  air  transporta tion means air transpor tation rendered pur ­suant  to a certificate of public convenience and necessity.”
The term “air  tran sportation” as it is defined in the present law means “inters tate, overseas, or foreign air transporta tion, or the transportat ion of mail by airc raf t.”
Now, is it your purpose to try  to bring  the supplemental air car­riers  in under mail-handling privileges ?
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Mr. Burwell. No. Maybe I didn’t make tha t clear. I tried to 
say at the outset that all those fringe things , like the mail thing in 
there, we are not try ing  to get. What  we would like is the clear 
definition of charte r, the  tr ip  authority asked for , but, if in effect you 
are not going to have any competitive system and there  is going to be 
protectionism, we would like a l ittle  piece of this for ourselves. But 
the mail authority , no. Frankly, I don’t know how the mail thing 
got in there. We don't ever carry a irmai l or subsidy.

Mr. Williams. The mail thin g is in there  because it was pu t in.
Mr. B urwell. Let me put it this way. I didn 't pu t the mail thing  

in. I didn ’t, frankly,  know what to do with it;  neither did Mr. 
Yates. I didn’t really  know what  they were talk ing about yesterday.

Mr. W illiams. Following this to its possible conclusion, you would 
not be able to qual ify for subsidy unde r your definition in your  bill 
as it is presently wr itten ?

Mr. Burwell. We have never been t ha t ambitious. We certain ly 
have no objection to strik ing anything  about mail or anything tha t 
might  lead to subsidy.

Mr. W illiams. How did you arriv e at  a figure of  192 t rips a year? 
Tha t is 16 trips a month.

Mr. Burwell. Sixteen, sir. I thin k it is compounded of three 
things,  Mr. Chai rman: Fir st, 10 isn' t enough. We know th at  from 
bit ter  experience. Secondly, back in 1953 the Small Business Com­
mittee of  the  Senate d id make a study and I quoted it in there. They 
said tha t in thei r view we should have a minimum of 14 or 15. Now, 
the thir d thing we used in arriving  a t it  was we did make an analysis 
of the growth  in available  assets in one market; namely, New’ York- 
Miami, between 1955 when the Board decided to give us 10 tri ps  a 
day and the ratio of available  seats by Easte rn, National, and North­
east between 1955 and today if you followed tha t ratio  of increase 
would come out to approx imately 16 t rips a month. In other words, 
if you ad justed  our relative  impact on thei r seat availab ility today  as 
presumably was the Boa rd’s purpose in 1955, if you adjusted it up­
ward, would come out about 16.

Mr. Williams. I wasn’t in the room when you discussed the pro­
visions th at you had in your bill tha t would give you first refusal.

Mr. Burwell. Well, I  can state tha t very simply, Mr. Chairman. 
We basically and historically have hollered for  free enterpr ise, some 
competition. Wherever there has been a competitive market  we have 
done fa irly  well but, when for one reason or another the Government 
shuts off competition and it is happening in the MATS market this 
year, w’e are squeezed out.

Now, we basically ask for competition. Our  first request is tha t 
you give Us the rig ht to compete in a very narrow area  that won’t 
hu rt them honest. If  you can see your way clear to  doing that , forget 
the first refusal.  We don’t want it. We will take them on competi­
tively. But, if  in your  wisdom you are going to decide that there  
can’t even be exposure to diversion in  the magnitude of three-four ths 
of 1 percent, then we have to  understand that it  is going to be a pro­
tectionist  system f rom here on out and, if it is, we would like jus t a 
litt le piece of protection. So that it  is an a lternative  plea.

Mr. Williams. I t jus t appears  to  me th at  th is provision in the bill 
instead of promoting competition stifles competition.
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Mr. B urwell. There is no doubt about it. We frankly admit that.Mr. Williams. That gives you fai r advantage t ha t you would like to have.
Mr. B urwell. No, sir. This is an a lterna tive th ing, Mr. Chairman. You are the one to decide whether there will be competition. We want  competition.
Mr. Williams. Let us get into the operation of that  for just  a moment. I have quite a number of questions but I will ask them of the succeeding witnesses.
Does this first refusal proposition  mean tha t, when a group of people decide to char ter a plane they have to contact every supple­mental carrie r?
Mr. Burwell. We don’t see i t this way. What we suggest is that, for instance, if a group o f people want to go on a cha rter from Ameri­can Airlines , American Airlines will make one telephone call to the exchange which is authorized by the Board to represen t all the supplemental carrie rs and memorandums of the list. We have a master list and, for instance, when they want to take a jet flight we don’t have a jet. If  they want a first-class deluxe, we don’t offer tha t service. We would say fine. The whole th ing  would be over in 10 minutes.
Obviously i t would be ridiculous to have them call all the carriers. That is why we have the air  charte r exchange. It  is a one-telephone- call deal.
Mr. Devine. Will the chairman yield ?
Mr. W illiams. Mr. Devine.
Mr. Devine. Suppose they wanted to char ter on TW A? Do they still have to call you ?
Mr. Burwell. Yes, sir; Air. Devine, they would and  in all honesty I don’t think that is a good deal. I think the public ought to have the choice.
Air. Devine. There is no freedom of choice under  that .
Mr. Burwell. I agree with you. I am not  tr yin g to be cute about it. I thin k if the public is denied the ir choice of prices all over the United  States, then it isn’t so horrible. But I think basically it is bad. I th ink the customer ought  to have the choice.
Air. Williams. Mr. Burwell, your testimony has been directed prim arily  to the legislation introduced by Mr. Aloulder, I  presume at the request of your organization, H.R. 7512.
Air. Burwell. Yes, sir.
Air. Williams. You have more or less skipped over the top of the Board’s proposal. Isn ’t it a fact  tha t the supplemental carriers  would much prefer the Boa rd’s proposal to no legislation  at all?Air. Burwell. Yes, I  think so.
Mr. Williams. Thank you very much, Mr. Burwell.
Air. Burwell. Than k you, sir, very much.
Air. AVilliams. Air. Pigm an, of your group, requested permission to testi fy immediately following you because lie has  a tri p to make and has to leave town.
We don’t have over 5 or 10 minutes at the most, Air. Pigman.  If  you would like to supply your  statement to be included in the record, we would be very happy to receive it.



LI MIT ED  AIR  CARRIER  CE RT IFI CA TE S 149

STATEMENT OF REED PIGMAN, INDEPENDE NT AIR LINES ASSO­
CIATION, WASHINGTON, D.C.

Mr. P igman. I don’t have any writ ten statement.
Mr. Williams. You do not have a writ ten statement? Would you 

make it as brief as you possibly can unde r the circumstances?
As far as th at goes, we could permit you to submit a writt en state ­

ment if you would prefer .
Mr. P igman. I don’t have too much. If  it is agreeable with  you, 

my name is Reed Pigm an and I am president of American Fliers , 
which is one of the supplemental airlines  in question. I would like 
to give you just  a litt le b it of the  history of the  supplemental carrier.

1 was one of the first and my company was one of the first three 
supplemental carriers that were gran ted opera ting authority  by the 
Civil Aeronaut ics Board  back in  the late 1946’s and 1947’s. I estab­
lished my business in 1939 and I was what is known as a fixed-base 
operator . I specialized at that time in the tra ining of airline pilots 
for  the various airlines.

In  addition to that, as all fixed-base operators did and still do on 
small airc raft , I conducted a char ter operation. This went along 
through the war years unt il larger twin engine equipment became 
available, and like many operators, I bought some of tha t type  of 
equipment from the  milita ry as surplus.

We converted them into passenger airplanes , and instead of these 
small single-engine airc raf t, we w’ent to the larg er twin-engine  
airc raft .

Mr. Williams. Let me ask th is, Mr. P igman: Those bells were bells 
for a quorum that  will call us to the House floor. We are going to 
have to recess this  within the next 3 to 4 minutes. Could you 
be back at 2 o’clock ?

Mr. P igman. Yes.
Mr. Williams. If  you prefer  to submit a statement, we will be 

very happy  to receive it. If  you pre fer  to proceed, we will come 
back at 2 o’clock i f we get permission from the House to do so.

Mr. P igman. I want to do whatever you would like to have me do.
Mr. Williams. It  would help the committee considerably if you 

would submit a statement because of the  time facto r involved. We 
have a list of some 11 witnesses scheduled fo r today and you see what 
we are up against. I do not  want to cut anybody off from testify ing  
if they wish to do so.

Mr. P igman. I would like to test ify i f possible. This is vital  to my­
self and my company. I believe I have some things tha t you m ight  
not have considered because I  am w hat is known as one of the smaller 
carr iers and you might be interested in some of the ideas and statis tics 
tha t I might have. They are very short and brief, but I don’t have 
them in a pr inte d s tatement. If  we have time at  2 o’clock, fine; i f we 
don’t, I will be glad to submit a statement.

Mr. W illiams. I am a fra id we are going to have to adjourn.  The 
committee will stand adjourned unti l 2 o’clock. If  you wish to  con­
tinue then,  you will be the first witness.

Mr. Yates. Mr. Chairm an, we would like very much, I  believe, to 
keep the record open in order for the association to submit a few 
comments with reference to the Board’s bill.
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Would tha t be permitted?
Mr. Williams. Yes, the record is open at least until  the hearings 

have been concluded and then for a reasonable period thereaf ter. We would be very happy to receive the statement.
Mr. Yates. Than k you.
(The data referred to was not submitted .)
Mr. W illiams. The committee will stand adjourned until 2 o’clock.
(Whereupon, at 12:10 p.m., the committee was recessed, to  be re­convened at 2 p.m. the same day.)

AFTER RECESS

The subcommittee reconvened at 2 p.m., Hon. John Bell Williams 
(chairm an of the subcommittee) presiding.

Mr. Williams. The subcommittee will be in order, please.
When the committee recessed for  the  noon hour, Mr. Reed P igman  

was in the process of testify ing. Mr. Pigman, would you like to 
proceed ?

STATEMENT OF REED PIGMAN, PRES IDENT, INDEPEND ENT AIR ­
LINE S ASSOCIATION—Resumed

Mr. P igman. Mr. Chairman, I would like to make this as brief  as 
possible because I know you are pressed for time. I will take  up 
where I left off in tha t I was attempt ing to describe, in a short 
description, jus t how the supplemental industry  start ed in the hopes 
tha t you can see our problems down throu gh the years.

As I  said, in about 1945, when th e mili tary  a ircraf t were becoming 
surplus, the transport -type airc raf t, I and many other  operators , in 
similar operations, purchased  these air cra ft to supplement our char ter equipment in smaller airplanes. We then went to bigger 
groups, 20 and 21, and some of the people went to C-46’s, where they 
had 40 and 50 passengers.

Then all at once a great  number of people entered this  field. All the boys that  came back from the service bought an airplane and fired 
up in the  business. As a  result , the CAB in the late 1940’s—1946, or 
1947, I do not remember which—started  to regiment the indust ry, 
and awarded us what was known as operating certificates.

My company was one of the first three  tha t were awarded an 
opera ting certificate.

Mr. Williams. What is the name of your company ?
Mr. P igman. American Flyers . We were one of the first three 

awarded an opera ting certificate, so we have been in this thin g right 
from practica lly the first day.

Fo r th e next few months  o r years, business was pret ty good. The 
mili tary  were using our airc raft to haul milit ary personnel on plane­
load lots, ch arte r basis, and we were char tering our ai rcraft  to colleges to haul thei r football teams, and so forth .

Af ter  a couple of years of th is, the scheduled carriers said, “Wa it a 
minute. This is a market  we haven’t touched, and it looks like these 
boys are doing a pre tty  good business,” so they got into it. As a 
result, our business started to fall off, whenever we had to compete 
with the scheduled carriers.



LIMITED  AIR  CARRIER  CE RT IFI CA TE S 151

Of course, it was on a charter  basis. They were chartering their 
aircra ft to the military. Then, as now, 90 percent of our char ter 
business is milita ry, 10 percent is civilian. I t is probably closer to 95 
and 5, but we will say that  90 percent is m ilita ry and 10 percent is 
civilian.

When they s tarted to  bite into the  90 percent, we had to look around 
for other  means of suppo rting  ourselves. So some carrie rs went into 
what they called a route- type operation , selling ticketed passengers 
from point  to point. The Board  then restricted these to 10 round 
trips a month between any two points.

Af ter  a litt le while, when your business keeps going down and 
down, every y ear doing a lit tle bit less than  the year before, you have 
to scout around  for new forms of business, or new equipment. So 
most o f the carriers, of which we were one, bought four-engine pres­
surized equipment.

We had been operating before with either twin-engine equipment 
or four-engine nonpressurized equipment, the old DC -4’s and the old 
DC-3’s. When you go into an equipment program, buying large, 
pressurized airc raft , there are considerable amounts of money in­
volved. Unless you are really lucky, you have to go to  your banker 
or some source to acquire funds to purchase them.

To use my own case, with which I  am more fami liar than anybody 
else, I went to the bankers and they said, “Yes, we will loan you the 
money to purchase these ai rcraft .” There  was a considerable amount 
of money involved. “But  we do not think tha t you have a good 
enough ope rating au thor ity.”

At this  time, the Supreme Court had just ruled tha t the opera ting 
authority  we did have was more or less unconst itutional. “Bu t if  you 
want to put  your own name on the notes personally , and you have 
enough prop erty  and worth  so th at we do no t have to mortgage your 
equipment or we do not have to re ly on your  business paying  it back, 
we will loan it to you.”

That is an unhealthy situation. Wh at we need in our business is 
an opera ting certificate. We need for the Congress of the United 
States  to gra nt us an opera ting authority,  and then we need access 
to enough business to survive. We will take our chances on gett ing it 
if you will just give us access to it legally.

There are a number of ways th at  this can be done. The exclusive 
charter  privilege is one way. On this char ter thing, this morning 
some questions were asked on jus t what constitu ted a charter. While  
we are not in a foreign field, wTe can tell you from the domestic field 
what consti tutes a char ter at  the present time.

Let me give you an illustration . A cha rter  is not what most o f you 
thin k it is. If  a g roup of soldiers at Camp Hood, with which I am 
famil iar, came to me and said, “We have 28 or 30 people and we want 
to char ter one of your airplanes at Christmastime to go home. How 
much is it going to cost? We understand you charge so much a mile.”

It  is so far , and they have i t pre tty  well figured out ahead of time. 
So you tell them, “ Yes, tha t is true.” They said, “Okay, we will sp lit 
tha t 30 ways and here is our money.”

Th at is an illegal charter. Th at cannot be done according to the 
regulations in force at this  time. They must be a gro up ; they  must 
have one head of the group who pays the charter . They cannot be
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individuals that come in and say, “Look, we want to charter  the air ­plane. There  are 30 of us and we want to charter  the airplane and go to New York.” That is an illegal charter , and if we accept the char ter under  those terms we are subject to punishment  by the Board.Mr. Williams. As I understood it, Mr. Pigman,' from Mr. Bur ­well—from Mr. Burwel l’s testimony—that criterion  applies only to the oversea char ter service.
Mr. P igman. No, sir; this  is domestic.
Mr. W illiams. Do I  understand tha t it applies also to the domestic char ter service ?
Mr. P igman. Yes. sir. We do not have to go to the Board for ap­proval of this  charter flight. We can take it. Then when we come around and audit our books, which they do periodically, they can say, “You chartered your a ircraf t to 30 people. You can only charter your aircra ft to one person.” Pie can be a club, he can be a soldier in a company that gets these people and collects the money from them and then comes up as one ind ividual and says, “Here,  I have the money; I want to char ter your a ircr aft and I am going to take 28 or 29 other people with me.”
But those 28 or 29 other people cannot come to you and say, “IPere, we want to charter your plane. We do not want any one of us to be responsible for it. We do not want to assume any responsibility. Here is the money, from Bill, Pete, and Joe, each one of them,” and we can give each one of them a receipt for one-th irtieth  the chart er price f or the airplane,  or whatever number of passengers is involved. But we cannot legally do it tha t way.
We must  have a chartering agency, so to speak, someone who actu­ally char ters the airplane.  Mr. Sm ith, who is the  president of X Oil Co., can say, “I  want to go to Las  Vegas today and I want to char ter your airplane and I want to pay you for it,” and he writes you out a check, and he says, “I  want to take my friends with me,” and he can take as many as he wants to. But  all o f those friends cannot come to my office and say, “We all want to charter your airp lane. None of us want to be responsible for your airplane . We all want to charter it and here is our portion of the char ter money.” Tha t is an illegal charter  according to the Board.
So the language of what is a charte r definitely needs to be clarified. In  other  words, a charter  is any group, no mat ter who they are, whether  they belong to the Methodist  Church, part of them, or the Episcopalian Church, or the  L utheran Church, if they all want to go at the same time, to the same place, we should be allowed to charter to them.
It  is a good way for  them to travel,  a cheap way fo r them to travel, and a convenient way. We are ready the minute they are ready to come home. Maybe they will say, “Well, we want to come home at 12 o’clock midnight,” and maybe they are still having fun at 12 o’clock midnigh t and do not get there until  3 in the morning. They are not late. The airplane is there until  the full load is in the airplane, and then they can go home. They can change their departure  or a r­rival  times to suit  the ir own pa rticular needs.
Some question has been ra ised as to the ticketing authority. My par ticu lar  company, when we first  began business, and down through the years, was not part icularly  interested  in the ticketed business.
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We were ch ar te r operato rs.  But  as the new equ ipm ent , th e la rg er  
equ ipm ent, came in to  th e picture, th e more expens ive  equ ipm ent , it 
means  th at you have to  keep  th is  equip me nt ut ili zed to  th e fu lle st 
exten t.

I t  costs you  a lo t of  m oney  an d it  c osts  you a lo t of  money to  keep  
it  up.  I f  it  is se tti ng  on the ground , it  is a dead loss. So I  th in k 
th at  some ty pe  of  route- type  tic ke tin g au th or ity shou ld be afford ed 
th e indu str y.

T hat  is up  to you peo ple  to  dec ide how mu ch or  how lit tle , bu t you  
should afford  some. I f  you do not, I  do no t th in k th e indu st ry  can 
survive,  especia lly  wi th  th e sch edu led  c ar rier s eve ry ye ar  ta ki ng  mo re 
an d more of  th e m ili ta ry  marke t wh ich , real ly,  is ou r lifebloo d. 
Ni ne ty pe rcen t of  ou r bus iness comes from  th e mili ta ry . W he n 
somebody eats  in to 90 p ercent  of it, you are in bad  shape.

Dow n th ro ug h the ye ars we have been  cal led  ma ny thi ngs. We  
have  been cal led  the nonsc hed ule d indu st ry , we have been cal led  a ir ­
line tran sp or t ca rri ers. Th e Bo ard , when they  issued a new orde r, 
would  chan ge ou r name. We  have been  calle d supp lem ental  c ar rie rs , 
as the presen t name  t ha t is t ack ed  on us. I  th in k th e reason  fo r th at  
is th at we have no t eve r ha d an ythi ng  definite . We  have never ha d 
a rea l, hones t t o goodness cer tificat e th at we c ould say,  “H er e we a re ; 
we are a n ind us try . Thi s i s our op erat ing ce rtif ica te.”

I th in k th at  is, of  course, th e most necessary  th in g th at you  peop le 
mus t con sider in th is  th ing,  to  g ive  us some thi ng  pe rm anen t, th at we 
can sin k ou r teeth into, borro w money on, an d operate wi th.

That  is a ll o f my s tat em ent.
Mr . W illiam s. You indic ate d at  t he  ou tse t of  y ou r tes tim ony th at  

you o pe rated  one o f the  sm al ler ca rriers .
Mr . P igman. Yes, sir.
Mr . W illiam s. H ow ma ny air cr af t do you  operate in yo ur  com ­

pa ny  ?
Mr.  P igman. We  op erate fo ur  DC-3 's an d fo ur  Const ellations.
Air. W illiam s. E ig ht ai rc ra ft?
Air. P igman. E ig ht ai rc ra ft .
Air. W illiam s. H ow many peo ple  do yo u em ploy ?
Air. P igman. We  employ about 175. We  hav e rec ently  m oved  i nto  

a new ma int enance  base at  Ar dm ore , Ok la. , which  we hav e inv ested 
a ter rif ic am ount of money  in. AVe m aint ain all  ou r own ai rc ra ft . 
AVe hav e no outside ma int enance  exc ept , of course, emergency m aint e­
nan ce in th e field.

Air. W ill iam s. AAdiere a re  m ost  o f yo ur  t icke tin g op era tio ns? At 
wha t po ints h ave  they  been  between ?

Air. P igman. A s fa r as we are  con cerned , mo st of  ou r ticke ted  
opera tio ns  hav e been m ili ta ry  on wh at  is kno wn as the 100, 101, 500, 
an d 501 flig hts , which  we run fo r the  m ili ta ry  fo r inducte es. That  
has been  most of ou r tic ke ted  op era tions.

Our  othe r ticke ted  op era tio ns  are , fo r ins tance,  a ch ar te r ai rc ra ft  
gets on the wes t coast an d the mili ta ry  sen ds you  out  there on a tr ip , 
we wil l say,  to Alonterey or  Sa n Diego or  some othe r base  ou t the re.  
Th ey hav e no th ing to  br in g you  back . Th en , th ro ug h the  asso cia­
tio n, th ro ug h the Inde pe nd en t Ai rli ne s Assoc iation,  who keeps offices 
ou t the re,  the y can sell tic ke ted  pas sen ger s and we pick up  a load to 
get us h ack  to the  Alidwest o r th e E as t or  whe rever.



154 LIMITED AIR CARRIER CERTIFICATES

Tha t is very important,  because otherwise we would have to  ferry  the air cra ft back there empty, without any revenue.Mr. Williams. Has your airline ever been engaged in the operation of a scheduled ticketed flight between any two points ?Mr. P igman. No, sir.
Mr. W illiams. When I said scheduled, I meant once every 10 days or once every 12 days.
Mr. P igman. Othe r than this milit ary flight tha t we run for the milita ry only.
Mr. Williams. I am not so much concerned w ith military.Mr. P igman. But it is a ticketed flight. In  other words, the  mili­tary in this case does not charter  our airc raft . They issue T R’s to the inductees and they, in turn , give us the TR. If  we only have five passengers, we still have to run, and if we have a full load we have to run.
The military protects themselves in tha t manner, that  they do not have to pay but for just what facilities  they use of the airplane .Mr. Williams. I have only a couple more questions, Mr. Pigman.Did you operate  in the red  or in the black last year?Mr. P igman. We broke jus t about even. When I say “even” I mean that  I  am the only stockholder of the company. I did not take any sa lary out of my company last year of any kind, and by so doing I broke ju st about even. I think  we showed just a small profit.Mr. W illiams. How about the history  over the past 4 or 5 years? Has your profit fluctuated?
Mr. P igman. When the military were using our aircra ft before the scheduled carrie rs really got into the military charter  market, we made a profit and a fair ly reasonable profit. In  other words, I could take a reasonable sala ry and at the end of the  ye ar have a rea­sonable amount in excess to that.
Mr. W illiams. I believe those are all the questions I  had. Thank you very much, Mr. Pigman.
Mr. P igman. Thank you, sir.
Mr. W illiams. Is Mr. George Patter son here ?

STATEMENT OF GEORGE S. PATTERSON, GENERAL MANAGER, 
PRESIDE NT AIRLIN ES,  INC.

Mr. Patterson. Mr. Chairman, I am George Patterson, general manager of President Airlines, Inc., formerly  California  Eastern Airways. We have approximately 70 people working in our com­pany. The greatest bulk are night crews. Our main office is in Los Angeles. We have sales offices in New York and in Paris.I would like to break my testimony down to  three sections. Tha t is common carriage,  milit ary work, and charters.  Our company is engaged in all three phases of this business. We do considerable common carriage work in holiday periods, Christmas, New Year’s, Thanksgiving,  Fou rth of Jul y periods, and we could not exist with­out this income.
Mr. W illiams. What do you mean common carriage ?Mr. Patterson. Indiv idual ly ticketed passengers, mainly between Los Angeles and Chicago, Chicago-New York, and between the west coast and Honolulu. Our fare between Los Angeles and Chicago is
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$69, the nonstop service, versus the scheduled fare of approx imately 
$105, with two or three  stops, with piston equipment. The bulk of 
the people we haul  are first riders, (I l’s, and people going with low 
income, low-income people. I would daresay tha t if your committee 
would send an investigator to La Guardia or Chicago Midway or to 
Hawai i and interview 10 loads of passengers, it would break down 
something like this:  30 percent mili tary  tha t if they did not fly with 
us they would be on the trains or th e buses; about 30 percent women 
and children going home for the summer months to be with thei r 
fam ily ; and the balance would be a mixture  of a man and his wife and 
two or  three children going home; 70 pe rcent of these people are  bus 
and tra in passengers. They have never flown before. They could 
never afford to fly before.

Mr. W illiams. Do you mean to  say that  roughly 70 percent of the  
people who fly with you have never flown before ?

Mr. Patterson. They may have flown on another supplemental. 
They have never been able to afford to  fly on a scheduled airline. You 
take the savings between-----

Mr. Williams. Of course, you are guessing at tha t? Is tha t an 
educated guess or is there a basis for it ?

Mr. Patterson. No, we have run surveys on this. If  you take a 
man and his wife and a teenager out of school, you can see the man is 
saving a month and a half of rent going with a supplemental versus 
a scheduled airline, and he just  cannot afford to go. Or he sends his 
wife and child and he stays home.

Mr. Williams. I think the committee would be very much in­
terested in receiving the results of any actual surveys th at you might 
have made along those lines.

Mr. Patterson. I personally think that  this is important enough 
tha t if it is possible, and I don’t know if it is, tha t the committee 
themselves should make a survey on this.

Mr. Williams. The committee is limited in its facilities  and also 
in its time.

Mr. P atterson. I t is very important to  us to maintain the common 
carriage status, the individual ticketed status, and, frank ly, we do 
not have enough tri p authority. The 10-trip authority  was outdated 
5 years ago or 4 years ago. We would be satisfied with  15 or 16 trips. 
We actually need these trip s to survive. I am frankly gett ing tired 
of educating  the low-class worker  to t ravel  by air  and then have the 
scheduled carrie rs take him away from me because I don’t have the 
tri p authority  to pick him up the next time. This  is happening. Our 
indus try has educated more low-income bracket people to fly by air, 
and all the scheduled airlines are saying “You are siphoning off our 
business.” This  is absolutely erroneous, it is not true, and it can be 
proven.

As far as the mili tary  business is concerned, we fly a considerable 
amount of CAM movements for the mili tary  at under  3 cents a mile. 
ATA and scheduled ai rlines lobby here in Washington, are continually 
pounding on Congress, on the people in the Pentagon, to ship these 
people via 6-cent travel, and they are very successful and have been 
successful. I know everybody in Congress is interested in saving 
money, but this is one place where the money is really going right 
down the drain , on the 6-cent travel.
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On the charter  business, par ticu larly  overseas, our big complaint 
is with the Civil Aeronautics Board  and the restric tions they place upon us. A group of people, a group of Americans or a group of 
Polish-Americans, or Israel-Americans, should be able to go out  and 
charter  an airplane to go to thei r homelands for a month or 2 weeks 
vacation in the summertime. Our Government is spending millions of dollars  a round the world trying to obtain friends. What could be 
more helpful than  taking  a bunch of Polish-Americans or Israel- 
Americans to thei r homeland to spread the word for a month. But 
you can’t do this. There is too much redtape.  There is a carrier sitting here in the room tha t took a bunch of people last  year to a 
foreign country,  and in the postflight report that the Board makes you tile there was one passenger missing coming back. Thi s was a 
terrible thing . Well, the poor man had such a good time in his home­
land he died. He had a heart attack and died, but  the Board  cri ti­cized it because they didn ’t know what  happened to him. They 
thought it was a phony deal. This  is how bad it really is. If  the 
Congress would help us get the Board regula tions relaxed to the poin t 
where we could carry more people over there and  not only over there— 
our company had a group of 47 ministers turned down las t week from Brussels coming over here. We had an empty airplane ferrying  back 
from a group we had  taken to Pa ris. We tr ied to get  an exception to 
carry  back 47 ministers that  could only afford to come back with us. 
They couldn’t afford a scheduled airline fare or the foreign carrier 
fare. We were turned down because we could not adju st our ta riff to meet this demand. If  it had been a full airplane load of ministers, 
it would have been all right.  But 47 did not fit the tar iff and we could 
not carry these people back. Consequently, they are not coming over here.

On the  cha rter deal, we had a group at New York Univers ity about 2 weeks ago. A little  17-year-old campus girl  was organizing this 
group. The Civil Aeronautics Board  continually  hammered away at 
us for days and days and days, and at the dean of the universi ty, to try  to get the group bona fide. In  the meanwhile, another boy on 
the campus organized a 2-D Club, he called it, got people off the 
streets from two other universities tha t we know about, and it was 
approved on KLM with no problem at all. Our group was finally approved and did  go, but it  was an awful battle . The foreign carriers  
are siphoning off an awful lot of the North Atlantic business. The testimony this morning brought out an interesting point. I believe 
they should be entitled  to some of the business. I don’t want to d is­
criminate against them. But  I thin k tha t the Board should be equally as r igid  on the foreign carr iers as they are on us.

Tha t is all I  have to say, sir.
(Fu ll statement fo llows:)

P repared Testimony of George S. P atterson, General Manager, President 
Airline s, I nc.

Mr. Cha irman, as general manager of Pre sident  Airlines, Inc., I app reci ate very  much the  opp ortu nity  to presen t our  air lin e’s views in thi s proceeding. I appear today to urge  imm edia te enactm ent  of legislat ion affording a perm a­nen t fou nda tion for  the  grow th of an  ind ust ry whose value both to the  general public  and  to the  Mil itary Establ ishment has been clearly found to exi st af ter 9 yea rs of  con tinuous a dm inistrative li tiga tion .
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My own back grou nd  in com me rcial av ia tio n spans alm ost  a quar te r of a cen ­tu ry  b eginning  with  servi ce  in  th e ma in tena nc e de pa rtm en t of Am erican  Ai rline s an d encomp ass ing  te nu re  in su ch  posit ion s as  di re ct or  of mainten an ce  an d engin eerin g of Alask a Ai rlines, an d su pe rin tend en t of main ten ance  of Slick Air­ways as  wel l as  my pr es en t pos itio n. I ha ve  als o serve d in the ca pa cit y of pr es iden t o f th e In de pe nd en t Airl ine s Assoc iation.
My as socia tio n with  Pre side nt  Airlin es,  Inc. , commenced in th e sum me r of I960  sh or tly  aft e r th e ca rr ie r was  aw arde d a tr an sf er  of th e ce rti fic ate of pub ­lic con ven ience an d necessi ty fo r supp lemen tal ai r servic e previ ously  held by Ca lif ornia Eas te rn  Av iat ion . At  the presen t tim e th e ca rr ie r employs  70 peo­ple  in it s ai rl in e op erat ion and ha s it s main  base  of op erat ions  a t Lockheed Ai r Te rm inal  a t Bu rban k.  At th e sam e tim e we ha ve  es tabl ish ed  fa ci lit ie s a t Chicago,  New York, an d Par is , Fran ce .
Altho ugh Pr es id en t Ai rline s ha s bee n pe rfo rm ing in supp lem ental  a ir  tr an s­po rtat io n fo r les s th an  a year , I bel ieve ou r ac tiv iti es  in th at re la tiv ely sh or t per iod  have  epitomized  th e op erat iona l flexib ility env isoned  by th e Bo ard in cr ea tin g th e c lass  of su pp lem en tal  a ir  ca rr ie rs .
Th us , we have  ac tively  pa rt ic ip at ed  in com mercial a ir  movem ents fo r th e De­fen se Es tab lishm en t. At th e same  time, we ha ve  a cti ve ly uti lized  the ind ivi du al sal e ph ase of supp lemen tal au th or ity in th e tr an sp or ta tion  of re cr ui ts  between th e Nor th ea stern and Midw ester n Uni ted St at es  and La ck lan d Ai r Fo rce Base . In  fact,  it  wa s ou r pa rt ic ip at io n in th is  la tt e r tr an sp or ta tion  which  ena bled Pr es id en t t o s urvive  th e t ra di tion al ly  l ea n w in te r m onths.
Dur ing th e pr es en t sum mer, Pr es iden t envis ion s pe rfo rm an ce  a t ra te  st ru c­tu re s with in  reac h of th e av erag e to ur is t, of ap prox im ate ly  60 tr an sa tl an ti c pas sen ger ch ar te rs  fo r such  dive rse  pa rt ie s as  colleges, teac he rs  ass oc iat ion s, an d soc ial and re lig iou s gro ups, as  wel l as  emergenc y ch ar te rs  f or th e tr an sp or ­ta tio n of refugees  from th e Co mm unist ty rann y.  Ou r presen t a ir c ra ft  fleet  con sis ts en tir ely of mo dern pressuriz ed  DC-6 equip me nt—and we env ision an ul tim ate tran si tion  to  je t e qui pm ent .
Mr. Ch air ma n,  I bel ieve th a t th e de mon str ated  flex ibi lity  i n Pr es id en t’s o pe ra­tio ns  to  da te  clea rly  il lu st ra te s th e wisdom of th e Bo ard’s or ig inal dec isio n in aw ar di ng  su pp lem en tal  ce rti fic ate s and ac ce ntua tes the ur ge nt  public  in te re st  fa ct or s impellin g th e en ac tm en t of pe rm an en t leg isla tion. Ce rta inl y, bas ed on th e na tu re  an d scope of Pre si de nt ’s ac tiv iti es  since th e incept ion  of it s op era­tions,  it  is man ifes t th a t th e ca rr ie r’s ver y su rv ival is di rectl y cont inge nt  upon fina l rece ipt of pe rm an en t and sta ble au th or ity in bo th the ind iv idua l sa le  and ch ar te r ph as es  of su pp lem en tal  se rvice.
Ano the r fa ct or  requ ir in g imme dia te en ac tm en t of pe rm an en t leg isl at ion lies  in th e ever  increa sing  necessi ty fo r up grad ing  of supp lem ental  ai r ca rr ie r equ ip­ment. Th is is abso lut ely  vi ta l if  ou r indu st ry  is to rema in com petit ive  in such face ts of its  de sig na ted sphe res of ac tiv ity  as tr an sa tl an ti c ch ar te rs  an d ind ivi d­ua l sa le service. Mor eove r, the Defen se Es tabl ish men t ha s in re ce nt  mo nth s conditio ned pa rt ic ip at io n in a su bs ta nt ia l i>ortion of its  a ir li ft  requ ire men ts upon  acqu isi tio n of mo dern ai rc ra ft . Th e acqu isi tio n of re la tiv ely expensive modern equip me nt dep end s, in tu rn , upon the  av ai labi lit y of ad eq ua te  f inan cing. In  thi s con nec tion it  ha s bee n ou r experience al l too  freq ue nt ly  th at  th e consu mm ation of sa tis fa ct or y fin ancia l ar rang em en ts  i s v ir tu al ly  imp oss ible  u nd er  t he  u nc er ta in  an d un sta ble nat ur e of ou r presen t au th or ity . Ou r com pan y ha s explo red  ma ny  possib le ar ra ng em en ts  inc lud ing  pub lic stock offe rings and ban k loans. Cer ­tai nly , prospecti ve  inve sto rs  ar e man ife stl y un lik ely  to be at tr ac te d  toward a tempo rary  au th or ity shr ouded in un ce rta in ty , co ns tant ly  su bjec t to pr ot ra ct ed  leg al proceedings.  By th e sam e toke n, bank s an d len din g in st itu tio ns  are ex tre mely he si ta nt  to offer sa tis fa ct or y accom mo dat ion s un de r suc h circums tan ces.
On be ha lf of Pr es id en t Air lines,  Inc. , an d all  of  it s per son nel, I wish to than k you  once aga in,  Mr. Ch air ma n, fo r th is  op po rtu ni ty  to pr es en t ou r view s in sup ­po rt of leg isl ati on  going to the ver y surviva l, no t o nly  of ou r com pany , but  o f the  en ti re  sup ple me nta l a ir  c arr ie r indu str y.
Mr. Williams. Thank yon very much.
Mr. Patterson, have you read any of the bills tha t are presently be­fore the committee ?
Mr. P atterson. Yes, sir.

72 53 &— 61— 11
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Mr. Williams. I want to ask you the same question tha t I  asked Mr. 
Burwell earli er today. Do you feel that the supplemental carriers 
could live with the bill that has been presented by the  Board?

Mr. Patterson. I don’t believe our company could unless the  t rip  
frequency was increased to 15 or 16 trips.  If  th is was done, I  believe we would be satisfied.

Mr. W illiams. In other words, then, I take it that if the committee 
should accept the  Board bill, you would just as soon have no bill at all ?

Mr. P atterson. No, sir. I didn’t say that.  But from an economic 
standpoint, and the standpoint of survival, being strong financially as far  as our company is concerned, we need more individua l trip  au­
thor ity, and we need a relaxation of the Board ’s oversea char ter regulations.

Mr. Williams. You indicated tha t you employed some 70 people, most of them were nigh t crews. How do you handle your maintenance?
Mr. Patterson. Our maintenance is contracted for  at the present time.
Mr. Williams. How many airc raft do you operate ?
Mr. Patterson. At the present time we are  operat ing two oversea DC-6B’s, and we are acquiring a DC-7C at the present time.
Mr. Williams. So you hope to have three ai rcra ft ?
Mr. Patterson. For this year, yes, si r .
One other th ing  I  migh t raise one point on, Mr. Chairman, is th is: 

tha t the supplemental carriers  in the past several years have purchased 
approximately 60 long-range airc raft  from the scheduled airlines  of 
this  country at a figure of approximately  $700,000 per airplane. I 
don’t know where the scheduled airlines think they are going to get 
rid of this  equipment i f they put us out  of business.

Mr. W illiams. Tha t is a new though t tha t has not been expressed here. That would be a problem with the scheduled airl ines.
Does t ha t conclude your testimony ?
Mr. Patterson. Yes, sir.
Mr. W illiams. Thank  you very much.
Mr. Patterson. Thank you for the time.
Mr. W illiams. The next witness is Mr. Robert Fraley.

STATEMENT OF ROBERT E. FRALEY, ATTORNEY, ON BEHALF OF
QUAKER CITY AIRWAYS, INC., PAUL MANTZ AI R SERVICES,
INC.

Mr. F raley. Thank you, Mr. Chairman.
Mr. Chairman, my name is Robert E. Fraley . I am an attorney and member of the ba r of the State of Oklahoma.
Mr. W illiams. I notice th at your statement is r ath er lengthy, Mr. F raley.
Mr. Fraley. Mr. Chairman, if I  am permitted to do so, I would like 

to place my prepared statement  into the record and touch on it. I 
don’t intend  to read it verbatim. There  are some points I would like to make.

Mr. Williams. Very well. Your s tatement will be received for  the record.
(Stat ement refer red to follows:)
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Statement op Robert E. Fraley, Attorney’, on Behalf of Quaker City Air­

ways, I nc., Paul Mantz Air Services, I nc.
My name is Robert E. Fra ley . I am an attorn ey and member of the ba r of t he 

Sta te of Oklahoma, presen tly  residing in Los Angeles, and employed by the  law 
firm of Kea tinge & Older.  I r eprese nt the intere sts  of Quaker City Airways, Inc., 
and  Pau l Mantz A ir Services,  Inc., before th is  committee.

I do no t in  thi s sta tem ent inte nd to e labora te upon the  hi story and background 
of each of these ca rri ers for  whom I speak. These  pa rti cu lar s have been previ­
ously fully set  for th  befo re thi s comm ittee during the  hearing s which took place  
in May of 1960, preceding the  passage of Publ ic Law 86-661, 74 Sta t. 527. 
Neither does it  seem an appro pri ate  util iza tion of time to attem pt to dup lica te 
the  development  of the  h isto rical fac ts perta ining  to the  supplemen tal and  larg e 
irr egula r ca rr ie r since  the  passage of the Civil Aero nautics  Act of 1938. These 
matt ers hav e been or will  be fully touched upon by stat ement s and  testimony 
presente d to th is hono rable committee by Mr. Clayton Burwell, pre sident  of the  
Indepe nde nt Air lines Association and  the  Supplemental Air Ca rrier Conference, 
and others. My purpose h ere is to p res ent suppor t fo r amendments to H.R. 7318 
which I have proposed and  to explain  why I believe they  are improvements in 
the  bill submit ted  by the Civil Aeronau tics Board. Pre lim ina ry to th is discus­
sion, however, it  does seem necessa ry to reem phasize the  public in ter es t concern 
and  the need of continuing service of a type which we propose to per form  in the  
future .

In  its  decisions and  opinions over the  years, the  Civil Aeronau tics Board 
has repe ated ly found th at  the  public in ter es t required the establ ishment of 
a class  of supp lementa l ai r ca rri ers wi th au thor ity  to provide planeload char­
te r flights and limi ted frequency nonchar ter  service for passengers and  cargo 
in domestic,  in trat er ri to rial  (except within  Alask a),  oversea, and,  for cargo 
only, foreign ai r transp ort ation . In addition, the  Board’s tra nsat lant ic  ch ar ter 
policy, now containe d in pa rt 295 of the  Board’s economic regu lations , pro­
vides th at  certa in passenger flights  in fore ign ai r transp ortation, on a planeload 
char ter bas is only, may be perfo rmed by supp leme ntal ca rri ers if a special 
exemption is g ran ted  before  such trips  are  flown.

By issuance of order 13436, on Janu ary 28, 1959, in docket No. 5132, ent itle d 
“The Large Ir regu lar Air  Ca rrie r Invest iga tion,” and a decision accom pany­
ing such order, the Board  made the  following sta tem ent  on page  1 of its  
op inion:

“The Board ’s 1955 decision herein resolved the  issues of the  need for  and  
proper  scope of supp leme ntal ai r transp ort ation . In it  the  Boa rd found th at  
the  public  interest require d the  establishment of a class  of car rie rs,  au thor ­
ized to perform  supp leme ntal ai r transp ortation , which was  defined to include 
planeload ch ar ter flights , together with such limi ted non cha rter service as  
does not amount  to a conventional fre quent  route-type service of  the  kind 
provided by the  ma jor  air lines who form the  backbone of  our nat ional ai r 
tra nspo rta tio n system. The basi s and  the  prec ise term s of the  Board ’s deci­
sion on the  need and  scope issues need not  be repe ated  here,  for  they  are 
discussed at  leng th in the  orig inal  1955 decision, the  opinion on recons idera­
tion, and  in our  opinion and  order , issued contemporaneously herewith,  re jec t­
ing a second group of pet itions for reco nsid erat ion of th at  decis ion.”

It  may be significantly noted th at  the  Board recognized the difference in 
the  type  of service th at  had  been provided by the  supp leme ntals  from  the 
type of service provided by the  major air lines described  as  conv entio nal fre­
quent route-type service.  We will elaborate  on this point in a la te r port ion 
of this stateme nt.

By the  opinion accom panying order No. E-16277, issued by the  Civil Aero­
nau tics Boa rd on the 17th day of Janu ary 1961, in docket 5132, ent itled 
“Supplemen tal Opinion and  Orde r,” the  Boa rd reaffirmed its  prev ious  findings  
of need for  and  the  proper  scope of supp lementa l ai r service as  require d by 
the  public inte res t. Again  recognizing the  trem endo us nat ional con tributio n 
provided to the  mi litary  by irr eg ular  ca rri ers dur ing  the  Ber lin blockade and 
the  Korean conflict, and  subse quently on mi litary  chart ers , the  Board  declared  
as fol low s:

“We have from  thei r inception considered  the irr egula rs as  comprising one 
class of ca rri ers who perform a wide varie ty of services, and who have the  
necessary  flexib ility to switch from one area  of operation s to ano ther , and 
from  one or more types of service to  others, depending upon where these
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carri ers can find the  gre ate st demand which  they are in a position to meet. 
Thus,  * * * not  all  irregula rs have  been or are  inte res ted  in ope rating indi ­
vidu ally tick eted operations  over high-density segments. Others  have found 
con tract and  ch ar te r work to be more lucrative.  Still  others  pre fer  inter na ­
tion al operation s. But the common denominator and, and indeed, the  impor­
tance of th is class to the  transpo rta tio n needs of thi s country  is the  fact  tha t, 
unhampered and  unrest ric ted  by schedule and route requirements,  they have 
the  necessary  flexibility to make themselves ava ilab le to serve  whenever and 
wherever the  demand exis ts.”

On page 19 of this same decision, the Board summarized its  position on 
need for this  se rvice  as  fo llows:

“Our present decision to certi ficate supp lemental service  in foreig n, oversea , 
and  in tra te rr ito ria l ai r transp ortation,  is the  logical and necessary impleme nta­tion of the  Board’s several prior decisions in thi s proceeding. Those decisions, 
with the detailed findings set for th the rein and  the  discussions of the  pa rti es ’ 
contentions , esta blish that  supp leme ntal ai r service of the  scope heretofore de­
fined is require d by the public inte res t, convenience, and  necessi ty, and  t ha t the  
ca rri ers being certi ficated are qualified  to perfo rm it. These findings are  not 
confined to the  domestic aspect of supp leme ntal service but  apply  as well in the  
oversea, intern ational,  and in trat er ri to rial  area s. These  la tte r spheres, where 
sur face tra nspo rta tio n is compara tively slower in relatio n to ai r than  it is domest ically, are at  leas t ’as subject to fluc tuat ions  of need as is domes tic ai r 
transp ortation.  Th at  such fluctuations may be sudden, larg e scale  and of a chara cte r th at  is significant to nat ion al policy is illu str ate d by the  Korean and 
Berlin air lif ts.  Supplemental carrie rs,  unt ied  to route service obligat ions, can 
brin g the necessary flexib ility require d prom ptly  to fulfill  such needs, and the 
public  benefits involved cann ot be measured by the volume of traffic normally 
moved, witho ut considering the vit al importance of ava ilabil ity  of service in 
time  of need. Othe r dem onstrated benefits of supplemental operations, includ ­
ing the innovation of new and usefu l types of service, the provis ion of special services for unusual kinds of traffic, and  the  development of services which tend 
to promote and  preserve  low-cost transpo rta tio n for the  public, have been re­
fer red  to in p revious dec isions and will not again be described.”

As will be reca lled by this commit te, the  att acks  which the  l arge trunkline ai r 
ca rriers  have made on the  Board ’s ord ers  have  resulte d in two cou rt decisions, one, ent itled American  Airl ines  v. Civi l Aeronaut ics Board, 235 F. 2d 845 (Ju ly 19, 1956), the  o ther. United Air lines v. Civil Aeronaut ics Board, 278 F. 2d. 
446 (April 7, 1960). In neither of these decisions  did the courts dete rmine the 
Board ’s er ro r to be in its findings of need and public int ere st for  thi s service. Pre sen t and  past criticism have  all been directed  to the  scope of the  au tho ri­
zation provided ra ther  than  the need for such service. At the  risk  of belabor­
ing the point, the  House  Committee on In ters ta te  and  Fore ign Commerce on 
June  15, 1960, in  i ts Report No. 1877, to accompany H.R. 7593, a t page 10 thereof, 
sta ted  as fol low s:

“The Board has  found th at  the  supp leme ntal ai r ca rri ers have perfo rmed  a 
useful public service  and have  a definite place and  role in meeting thi s Nat ion’s 
ai r transpo rta tio n needs. These ca rri ers as  a class  have performed valua ble 
services responsive to a public  need in the  field of c ha rte r and specia lized serv ­ices ; in meeting needs for  individually ticke ted services in peak  periods  
which could not be met by the  cert ifica ted ca rr ie rs ; in innovatin g and  develop­
ing aircoach serv ices : and in meet ing mi litary  needs for  air lif t. There  can be 
no doubt th at  the  continued existence  o f the  irregula r ai r ca rri er  fleet is of real 
value in term s of nat ional defense, and  it is evident th at  the fu ture  abi lity  of the  irregu lar  ai r carri ers to serve the  mi lita ry,  as they are doing now and have 
done so ably in the past , depends upon the ir abi lity  to ope rate their planes in commercial a ctiv itie s when not engaged in service f or the  military .”

Three poin ts stand out in the  las t quoted pa ragrap h:  (1) Th at supplemental 
carri ers have perfo rmed  valuable  services responsive to a continuing public 
ne ed ; (2) th at  the continued existence  of  these  ca rri ers i s of rea l value in terms  
of nat ional defense  in their ab ility to serve  the mili tary ; and  (3) that  the ir 
very existence  to perform these most needed  srevices depends upon the ir abil ity 
to operate  their planes in commercial act ivi ties  when not  engaged in service for the mil itary.

The Senate Committee on In te rs ta te  and  Foreign Commerce, on Jun e 13, 
I960, in its  Report No. 1567, to accompany S. 1543, at  page 5 thereof, sta ted  as fol low s:



L IM IT E D  AIR  CARRIE R CERTIF IC A TES 161
“The issue  of the  need for  and  the  proper  scope of supp leme ntal ai r tran s­

por tation,  as we have noted, was  the  sub ject of painstaking and  pro tracte d 
inve stigation and  stud y by the  Board over  a  period of many years. The Board ’s 
inte rim  decision  in 1955 resolved  th at  issue  (Or der  No. E-9744, Nov. 15, 1955) on 
a finding th at  the  publ ic inter es t requires the  esta blishment  of a class  of car ­
rie rs author ized to per form suppleme ntal ai r tra nsp ort ation  of a kind  and  
chara cte r which does no t amount to a conventiona l, frequent, route-type serv ­
ice as provided by the ma jor  a irlin es. During  comm ittee hearings, the  criti cism  
leveled at  the  presen t measure , as submit ted by the  Board,  was  not  directed  to 
the  issue  of need for  such tra nspo rta tio n but  ra th er  to its  scope wi th the  sug­
gestion th at  the  su pp lemen ta l be author ized to ope rate  on a ch ar ter basis  
only. There  is no dem ons trated jus tifi cat ion  which would war ra nt  our  reje c­
tion of the  considered  conclusion of the Board  which cer tain ly cannot  be said 
to be the  product of hast y judgm ent.

“Your comm ittee is satis fied th at  supp lementa l ai r ca rr ie rs  const itu te a 
signif icant  and valuable  pa rt  of the  Nation’s ai r tra nsp ort ation  system. They 
have not requ ested or received any governm enta l subsidy and  und er exis ting  
law or the  amendment here proposed, these ca rri ers are not  eligib le for  such 
assi stance. They have pioneered in the  development of airc oac h travel , have  
stim ula ted  the  growth  of ai r fre igh t or all-cargo carr iage , widened the range 
of commercial air -cha rte r business  and  aided our mi litary  departm ent s in 
transp ort ing  personnel and  supplies. In  the  Ber lin ai rl if t in 1948 and the  
Korean ai rl if t in 1950, these ca rri ers supplied a sub stantial pa rt  of vital ai rl if t 
capacity. Togethe r wi th our regula r-route carrie rs,  they const itu te an  invalu­
able ass et for emergency defen se requi rem ents.”

If  the  supp leme ntal ai r ca rr ie r class is to perform the  useful and necessary 
services which  have  been assigned to it, it  is an academic fact  and  a problem 
of high school economics th at  financial stabil ity  in some mea sure  or ano the r 
mus t be assu red.  In thi s reg ard  we do not  refer  to Fed era l subsidy support, 
but  ra ther  to a definite, determinable, and  permanen t autho rization to ope rate  
from the Congress by the  passage of thi s legis lation. At no time in their long 
period of his tory  anted ating  the Civil Aeronautics Act of 1938 have the  non- 
scheduled ca rri ers had  any  type  of definite, definable or perm anent-type  au ­
tho rity . This uncerta inty has  made inve stment cap ita l difficult, and  a t times  
impossible, to come by. Leg itim ate ban ks and  ins titu tional inve stors have 
been loa th to add  thi s add itio nal  risk facto r to wh at has  been gene rally recog­
nized as a specula tive investm ent  (see decision of the  Civil Aeronautic s Board 
in Docket 808 ent itle d “Genera l Passenger  Fa re  Investigat ion ,” decided Nov. 25, 
1900, in the  opinion as att ach ed to Order E-16068) with  a res ult  th at  money 
necessary  to sus tain cu rre nt  operation s, provide add itional  and  new modern 
type  equipment sui tab le for  the  mi lita ry needs, and promotional activ itie s to 
develop new traffic?, have been drawn from oth er sources at  extremely high 
ra tes of interest. It  is believed th at  the  passage  of the legislation we are 
suppor ting  here will  elim inate thi s risk  fac tor  and  at tr ac t the  needed capi tal. 
The passage  of th is legislat ion we believe will  recognize th at  thro ugh  their  
operations over the  years, the  supp leme ntal ca rr ie rs  may be considered  to have 
developed cer tain equities in the  general  field of nonroute, large ai rc ra ft  serv ­
ices, and thu s to have a his tor ic in ter es t in such business which should not  
be ignored. (P. 20 of the  Bo ard ’s opinion accompanying Orde r No. E-16277, 
dated  Jan. 17, 1961.)

Ra the r than  rep eat here the entire dr af t of H.R. 7318, as amended  by our 
proposals,  I will  rea d our  proposed amen dmen ts, discussing  each in tur n. May 
I direct  you r att ention to numbered pa rag rap h 33, of H.R. 7318 which  is the  
th ird  pa ragraph on the  firs t page. Our ame ndment would make  the  pa ragraph 
rea d as fol low s:

“Supplem ental  ai r tra nspo rta tio n means ai r transpo rta tio n rendered pu r­
suan t to a cert ificate of public  convenience and necessity which author izes the  
hold er to per form (1) unlimite d ch ar ter ope rations  on a planeloa d basi s for 
the  car riage  of passengers and proper ty in int ers tat e, oversea, terri toria l, and  
foreign ai r transp ort ation , wi th the  word  ‘ch ar te r’ here in being defined as ai r 
tra nspo rta tio n performed pu rsu an t to an agreemen t for  the  use of the  entire  
capacity of an  a irc ra ft,  * *

The emphasis here is on the  w ord “au tho rizes” in lieu of words of limitat ion. 
This sub stit ution provides  the  type of per manen t au tho rity of a measurable 
degree  which  is abso lute ly necessa ry to the  financial sta bil ity  and  economic 
well-being of thi s class of car rie rs.  The  word  “author izes” affixes a rig ht a t
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the  direction of the  Congress which  may not  in subse quent months or  years be 
tampere d wi th by well meaning, but  perhaps sometimes misguided, persons in 
the  reg ula tory agency. As will be seen in the discussion to follow, thi s would 
also  provide a fixed amount of operating au tho rity which  would stand  invio late 
until  such time as Congress desi red to chang e it  on the  bas is of changing 
circumstances.

The  next port ion of our amendment which we propose as a sub sti tut e for 
section 1 of H.R.  7318 read s as  follows :

“ (2) Ind ivid ual ly ticke ted passenge rs or individually  wayb illed cargo  opera­
tions in the  frequency of not more tha n 20 fl ights  p er month in the  same  d irec­
tion between any  single pa ir of points,  in int ers tat e, oversea , and  ter rit or ia l 
ai r transp ort ation , including a fu rth er  lim ita tion of not more tha n 2 flights per 
day  in the  same direc tion between any single pa ir of poin ts in int ers tat e, over­
sea, and  te rr ito ria l ai r transp ortation,  and (3) supp lemental ai r carri ers shall  
have the rig ht  of first  refusa l in the ope ration of all char ter trips  in inters tate, 
oversea , and fore ign ai r transp ortation.  The  Boa rd sha ll implement thi s sec­
tion by approp ria te regulation.”

At first  glanc e this would appear to be a reques t for  twice the amount  of 
service presen tly authorize d. As a pra ctical ma tter, thi s would not be the  case 
at  all. Examination  of flight reports on file w ith the  Civil Aero naut ics Board 
will  show th at  a major port ion of supp lementa l passenge r traffic moves on the 
we eke nds ; th at  is, between ma jor  poin ts such as Los Angeles and  New York, 
most of the  traffic between these points would be moving on Fr iday s and Sun­
days. The existence  of heavy  weekend traffic is not  peculia r to the  supple­
menta l ca rr ie r industry. Anyone who has atte mpted  recently  to travel on a 
weekend or holiday knows of the  difficulty in securing a coach reservation 
wi thin a week of depar ture time. This  is particular ly tru e of long distance 
or transc ontinent al flights between ma jor  cities. If, indeed, our service is to be 
supp lementa l in nature , here  is an  area  th at  needs supp ort. The  public  needs 
th is add itio nal  tra nsp ort ation  made ava ilab le to it. This port ion of the  amend­
ment envisions th at  a carri er  might schedule two flights in each direction on 
Fr iday  between two ma jor  transc ontinent al poin ts with return ing  trips  of two 
fligh ts in each direction on Sunday night each weekend. This  would aggregate 
a  tot al of at  lea st 16 of the  total  20 author ized flights in each direc tion,  and 
dur ing  some calend ar periods with an add itio nal  weekend fall ing  within  the  
mo nth ’s period, the  ent ire  20 flights would be utili zed on weekend traffic. The 
fu rthe r lim ita tion in this pa rag rap h of res tric ting schedules to a maximum 
of two flights  per day in each direction will meet the  object ions made th at  a 
yea rly allocatio n of flights would cause  a blanketing of schedules in the  more 
luc rat ive  m ark et areas.

If  two flights per  day in each direction are  scheduled between any two points, 
it  can easily be seen that  the  maximum number of flights  flown dur ing  any 
30-day period would cover only a 10-day scheduling period. The effect would be 
lit tle  difference tha n the provis ion of an  ex tra  section  to a flight und er the 
pre sen t autho rity .

The thi rd alt era tion we have made fal ls into section 3 of II.R. 7318 on page 5. 
Read ing t his section, our proposed amendment would place a “period” toward the 
end of the  firs t sentence af te r the  word “pra ctic able” and  elim inate the  words 
“and may designate only the  geographical are a or are as within  which service 
may  be rendered.” Express  autho rity to delimit  geographic are as  of operation  
in our  judgment would cre ate  a complete ly imp ract ical  situa tion and  if  c arr ied  
out to one possible, logical  conclusion, would amount to noth ing more  tha n the 
establ ishment of route segments for  supp leme ntal car rie rs.  This  is enti rely  
contrary  to congressional and  Board concep t of supplemental ca rr ier uti liza­
tion  and opera tion,  the  ma jor  point  being to maintain  the  flexib ility and ava il­
abi lity  of supplemental service  to meet the  needs whe rever they may arise. The 
difficult and  time-consuming process of rou te awards to new are as or areas 
which need add itio nal  service is a fac t which  presently plagues the bes t admin­
is tra tiv e legal minds in the  count ry today.  Dur ing this period of p rocess by the 
Bo ard ’s overworked and understaffed bureaus,  any city or community should  be 
able  to reques t supplem ental  a ir  ca rri er  service, withou t the  res tric tion th at  th is 
language would place upon the ava ilabil ity  of such service. In any event, the 
la st  sentence of section  3 affords all of the  protection the  large carri ers need, 
if any be needed at  all, from the divers ionary  effects of supplemental ai r service. 
This portion rea ds as follows :
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“* ♦ * Nothing in this subsection shall prevent the Board in specifying the 

service to be rendered under a certificate  for supplemental air  transpor tation 
for placing such limitat ions on such certificate  as it may find to be necessary 
to a ssure  tha t the services are limited to supplemental air  transp ortation: Pro­
vided, Tha t the Board may not impose such limitat ions upon certificates issued 
pursuant to paragraphs (1) and (2) of subsection (d ).”

It  is believed that this language was similar to tha t suggested by the Air 
Transpor t Association during  las t year’s hearings.

At every occasion when the irregular carr iers  or supplemental carr iers  have 
sought some definite or even temporary authority, the hue and cry has been 
made tha t these operations would have a devastat ingly diversionary effect on 
the revenues of the certificated route carrie rs. This “bogey man” should no 
longer be permitted to be dragged out and paraded before these committees 
unless fully sustained by an evidentia ry record. In the previously cited opinion 
of the Board accompanying order No. E-1G277, the Board pointed out on page 5 
of such opinion that the interim operating experience of the supplemental 
carrier s as cited in the petitions  of complainants (which attacked the issuance 
of certificates on this  ground) not only failed to undercut the rationale of the 
1955 decision, but actual ly confirmed the Board’s earl ier judgment when it 
rejected intervenors ’ emphatic and repeated  assertions tha t the scope of the 
authority prescribed for supplemental carr iers  would have a devastating, diver­
sionary effect on the revenues of the certificated route network. The Board 
noted tha t the interim experience showed such fears  were, as the Board had 
anticipated, wholly unfounded. On page 6 of such opinion, the Board said th a t:

“Despite general assertions by intervenors tha t supplemental ai r service is 
or may be diversionary, the practical economic effect which the presen t decision 
will have in changing the current air  transportation  picture is very limited, 
and no significant impact on existing route services is involved in any area .” 
Further in its opinion, the Board noted tha t the sup plemental will continue 
in thei r proper function of meeting special and fluctuating traffic demands of 
the types referred  to in the  Board’s previous decisions, demands which the large 
trunk carrier s, whose operations and faciliti es are geared to the needs and 
obligations of serving thei r routes, cannot readily or economically serve.

The major  reason tha t no diversion will occur, regardless  of the number of 
flights authorized to be performed by supplemental,  is the simple fa ct that the 
sup plementa l are not in competition for the same market of business as that of 
the regularly scheduled carrier s. Most of the passengers traveling aboard  sup­
plemental car rier s simply cannot afford to pay the higher fares charged by the 
regular scheduled airlines.  These are  the same people who may normally be 
found in our bus s tations, soldiers on leave, families moving to a new geographic 
area, relatives traveling to funerals , and people of modest means who find 
it an absolute necessity to use air  transportation  to reach long-distan t points 
in a short  time. This middle-class and lower-middle-class type of person is jus t 
as entitled to air  transpor tatio n as those of more fortu nate  means which the 
large regular carrier s seem to prefer. A comparison of the fare s of the sup­
ple me nta l and the certificated carriers will bear out this point. Approximately 
2% years ago, the lowest coach fare  of a regula rly certificated car rie r operating  
between Los Angeles and New York was $98.50, plus tax. The fare of the  sup­
plemental carr iers  operating between the same points was $80 plus tax. At 
the present time, the regularly  certificated carrier s charge $131 for the cheapest 
tour ist accommodation, while the supplemental car rier ’s fare is s till $80. Thus, 
we can see tha t the large r carriers, instead of attempting to serve this market 
area, are  moving fa rth er and far the r away from it. It  is our considered opin­
ion tha t they do not desire to serve this market, that they never have, and 
never will provide the service to these people which is so badly and presently needed.

In the hearings of las t year, a great deal was said by the opponents of the 
legislation about violations. Arguments were there  made, as they have been 
made in the past  before the Board, that the tendency to commit violations 
of the act and economic regulations and the alleged violative natu re of the 
supplemental operato rs made them unfit as holders of certificated authori ty. 
Until recently, and since August of 1957, I filled the office of chief of the legal 
division of the Bureau of Enforcement at  the Civil Aeronautics Board. As the 
Board’s former chief enforcement attorney, I believe I can speak with some 
authority on the numbers and types of viola tions prevalent in the industry . If
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my memory serve s me correc tly, and  the  public reco rds of the Boa rd may be exam ined  to dete rmin e the  accuracy  there of, th at  d urin g the las t 18 months  when app rox ima tely  40 form al enforcement cases have been processed before the  Civil Aer ona utic s Board , only a small han dfu l of such cases involved supplemen tal car rie rs.  Examination  of th at  record will show' th at  alm ost every  ma jor  ai r­line  in thi s country  was a respo nden t a t least one time dur ing  th at  period.A m at ter of recent occur rence  deserves final comment. I ref er to the  out­rageo us, un fai r, and possibly illegal tre atm ent th at  the suppl emental ca rri ers  receiv ed in the latest  award  of MATS co mmerci al augmen tation ai rl if t contrac ts. The conclus ions th at  I am set ting forth  here in were dra wn  from a confere nce held  on Ju ne  9, 1961, at  Wash ington , D.C., in the office of  the Honorable How ard W. Cannon, U.S. Se nato r f rom Nevada.
This  confer ence was attend ed by rep resent ativ es of seve ral suppl emental ai r carri ers and officials of the  MATS procure men t office of the  U.S. Air Force. Mr. Edward Driscoll, spokesman for  the  MATS group, disclosed th at  the  suc­cessful bidders under the  cu rre nt  RF P will be the  only companies considered eligible to bid on fu ture  alloc ation s and  all pote ntia l add itio nal  requ irem ents  of a call-type na tur e duri ng the  nex t 3-ye ar period. Thro ugh the device of a selec­tion cri ter ion  described  as ’‘expansion  cap abi lity ,” a res tric tive monopoly has been esta blis hed  by a governme ntal dep artm ent,  which  excludes the  ent ry and  partic ipa tion of all other qualified  ai r ca rri ers for  fu tu re  busi ness  of th is type. The announce d policies which  cover the  ne xt 3-ye ar period have, in effect, sup­planted  the  CRAF requ irem ents  fo r type  equip ment elig ibili ty by col late ral mean s of defining priori ties  in the  al loca tion  of thes e awards . As this  comm ittee well knows, suppl emen tal ai r car rie rs have  been ma jor  particip ants in the  CRAF progr am. The inab ility  to compete fo r thi s busin ess is, in effect, a wi thd raw al of the  ma jor  incen tive to ma intain  availabi lity  of ai rc ra ft  to the CRAF1 pro­gram. The det rim ent  to the  CRAF prog ram  can obviously be seen. Without belaboring the  committ ee wit h fu rth er  det ails  of our  objecti ons in this area, we note th at  the  House Mil itary Operatio ns Subcomm ittee condu cted a review on Monday, June  19, of the MATS comme rcial ai rl if t policies.
Our reason for discus sing it  at  all a t thi s time  is to merely  dem ons trat e our  need for  add itio nal  indiv idua lly tick eted  and  individually  wayb illed  autho rity of a perm anent, fixed nat ure . This  is the second yea r in a row the  supplemen­ta l car rie rs,  at  gre at expense to themsel ves, have  had  to come into  the  Nat ion’s Capita l and  defend  the ir rig ht and  ent itlement to partic ipa te in the  MATS con­trac t awa rds. While the  matt er  was  corr ected  last year , and  we hope at  least the  same resu lt will be achiev ed this yea r a t the  conclusion  of the  House  hear­ings, we thi nk  the han dw riti ng is clea rly on the  wal l th at  we will ultimat ely,  by some lega listi c means, be finally closed out of thi s mil itar y business.  The only ra y of suns hine  in thi s disma l pic tur e is the turn dow n by the  Civil Aero­nauti cs Boar d, on Jun e 15, of the  Logair and  Qui cktr ans  propo sals of a num ber of the  aw ard s in question.  While one of thes e aw ard s was  to a supplemental carrie r, it  was  deemed by the  Board to be uneconomical , which in fac t it was, following the pri vat e nego tiat ions of the  price  downward and  unconscionably below th at  which th e c ar rie r had proposed.
We wish to make it clear to thi s comm ittee th at  we do n ot oppose the  Board ’s bill as such, nor do we oppose the amendments subm itted  or offered by the  Ind e­pendent  Airl ines Association and  the  Suppl emen tal Air Ca rri er  Conference. Our  proposed amendments will correct, in some measure, the  ineq uities con­tai ned  in the  other bill and  amendm ents  and will meet most, if  not all, of the valid objections  proposed by those  w ho desire no leg islat ion at  all for  thi s c arr ier  class.
I wish  to tha nk  the comm ittee for makin g thi s time  ava ilab le to Paul Mantz Air Services and  Qu aker City.

AM EN DM EN T TO H .B . 7 3 1 8

Str ike  out  section 1 af te r the  enac ting  clause and ins er t the  following:“Th at  section 101 of the  F ede ral  Aviat ion Act of August 23, 1958, as amended, is amen ded by rede sign atin g par agrap hs (3 2)  and (3 3)  as (3 4)  and (3 5)  re­spectively, and  insert ing  therein  two new par agrap hs to rea d as follows:“ ‘( 32 ) “Su pplem ental ai r ca rr ie r” means an ai r ca rr ier holdi ng a certi ficate  of public convenience  and  neces sity author izin g it  to engage in supplemental ai r tra nsp ort ati on .
“ ‘( 33 ) “Su pplemental ai r tra ns po rta tio n” means ai r tra nspo rta tio n ren ­dered pu rsu an t to a cert ificate of public convenience and neces sity which au-
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thorizes the holder to perform (1) unlimited cha rter  operations on a plane­
load basis for the carriage of passengers and property  in inters tate, oversea, 
terr itor ial,  and foreign air  t ransp ortat ion, with the word “char ter” herein being 
defined as air transpor tation performed pursuant  to an agreement for the use 
of the entire  capacity of an airc raft , (2) individually ticketed passenger or 
individually waybilled cargo operations in the frequency of not more than 
twenty flights i>er month in the same direction between any single pair of 
points in interstate, oversea, and terr itor ial air  transportat ion, including a fur ­
the r limitation of not more than  two flights per day in the same direction be­
tween any single pair of points in interstate, oversea, and terr itor ial air  trans­
portation , and (3) supplemental air  carr iers  shall have the right of first re­
fusal in the operation of all cha rter  trips  in inters tate,  oversea, and foreign air  
transportat ion. The Board shall implement this section by appropriate  regu­
lation .’ ”

Strike out of line 8 and line 9 of section 3 the words: “and may designate 
only the geographic area or areas within which service may be rendered,” 
so th at amended section 3 should read as follows :

“Sec. 3. Subsection (e) of section 401 of the Federal Aviation Act is amended 
by adding the following t ex t: ‘A certificate issued under this section to engage 
in supplemental air  trans por tatio n shall  designate the terminal and inter­
mediate points only insofar as the Board shall deem practicable. Nothing in 
this  subsection shall prevent the Board in specifying the service to be rendered 
under  a certificate for supplemental air  transportation  from placing such limi­
tations on such certificates as it may find to be necessary to assure  tha t the 
services are limited to supplemental air  transp ort ation: Provided, Tha t the 
Board may not impose such limitations upon certificates issued pursuant to 
para grap hs (1) and (2) of subsection (d).’ ”

Mr. F raley. I would like to  state fur the r th at I am employed pres­
ently by the law firm of Keatinge & Older, and I  represent the  interes t 
of  Quaker City Airways, Inc., and Pau l Mantz Air Services, Inc., 
before this committee. Both of these carrie rs are currently in oper­
ation with Constellation-type airc raft . They are fiying and operat­
ing p rimarily in the individua l ticketed  passenger area.

Mr. Chairman, as I said, I didn’t intend to follow my statement. 
I  would like to remind the committee th at there has been considera­
ble testimony, unrebu tted testimony, touching  upon the fact  of need 
for  supplemental service. This need has been described by the Board 
in 1955 and 1959 as a need for individually ticketed business, mili­
tary business, and special services in the natu re of charte r. This 
committee, or perhaps I should say the parent  committee of the 
House Inte rsta te and Foreign Commerce Committee, last year, in 
connection with the temporary legislation, found that there  was a 
need for this service and a place for the supplemental air carrie rs in 
the national industry picture.

As I said, the Board, again, in Jan uary of this  year, 1961, found 
again in rejecting complaints of diversion and lack of need, found 
again t ha t there was a need for this service.

It  might be well to again remind the committee tha t the two Court 
decisions which were brought about by the attacks of the large regular 
carr iers on the supplemental industry, one en titled  American Airlines  
v. Civil Aeronautics Board  (235 F. 2d 845), and the other United A ir ­
lines v. Civil Aeronautics Board (278 F. 2d 446), tha t in neither  of 
these decisions did  the courts determine the Board's e rror  to be in its 
findings of need and public in terest for this  service.

We believe, Mr. Chairman, that if the supplemental air carriers  
class is to perform the useful and necessary services tha t have been 
assigned to it , tha t it is an academic fact and a problem of high school 
'economics tha t financial stability in some measure or other  must be
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assured. In  thi s regard, we do not refe r to Federa l subsidy, but  rather  to a definite, determinable, permanent type of authorization  to oper­ate from the Congress by the  passage of this  legislation. Since the be­ginning of existence, since the regular or supplemental carriers, and certain ly since the  passage of the Civil Aeronautics Act of 1938, we have had no type of permanent authority. We have had not one night’s rest, Mr. Chairman, of knowledge th at tomorrow we would be in business. As stated by previous witnesses, this uncertainty has made investment capital difficult, if not impossible at times, to come by. Legitim ate banks and institut ional investigators have been loath to add this additional risk factor  to what has been generally recognized as a speculative investment.
The result is, Mr. Chairman, tha t money necessary to sustain our current operations, to provide additional and new, modern type of equipment sui table for the mil itary  needs, and the promotional activi­ties to develop new traffic, have been drawn from other sources at ex­tremely high rates of interest. The passage of this legislation, we believe, will eliminate this risk ’factor  and attr act  the capita l tha t we need. It  will also recognize tha t th rough  the ir operations over the  years, the supplemental carrie rs may be considered to have developed certain equities in the general field of nonroute and large aircra ft services and thus to have a historic interest in such business which should not be ignored.
Rather than  repeat here the entire  draf t of H.R. 7318 as amended by our proposals here, I will read our proposed amendments and d is­cuss each one in turn.
If  I  could direct your attention to numbered paragraph  33 of t hat  bill, which is the thir d paragraph  on the first page, our amendment would make the paragraph read  as follow s-----
Mr. Williams. Which bill is that?
Mr. F raley. 7318. It  is on page 10 of my statement, Mr. Chair­man.Supplemen tal air  trans porta tion means air  trans porta tion rendered pursuant  to a cert ifica te of public convenience and necessity which author ized the holder to per form: (1) Unlimit etl charter operati ons on a planeload basis for  the car­riag e of passengers  and property in interstat e, oversea, terr itor ial,  and foreign  air  trans porta tion,  with the word “c har ter” herein being defined as air trans ­porta tion performed pursua nt to an agreeme nt to use of the entire capa city of an air cra ft.
Here the emphasis is on the word “authorizes” in lieu of words of limitation. I might say here tha t the so-called Moulder bill, H.R. 7512, I believe it is, in our judgment has a similar  defect in tha t it includes the word “limited” to a certain number.
Mr. W illiams. As I  understand it, th is whole controversy grew out of a question of whether  or not the Civil Aeronautics Board had a right to issue limited certificates. As I understand it, the  very purpose of this legislation before us is to authorize  them to issue limited certificates.
Mr. Fraley. Yes. Obviously, s ir, there is going to be a need for some reasonable-----
Mr. W illiams. But you w ant to throw the char ter field wide open and make it  unlimited ?
Mr. Fraley. No, sir. What I am refe rring  to here is to the indi­vidual ticketed field, primarily.
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Mr. Williams. Did you want to make that unl imited ?
Mr. Fraley. No. 1 recognize the need for a reasonable ceiling, 

but what we need now, sir, is a floor, not a ceiling. The floor th at  we 
have now is 10 flights. If  at the very least, by this legislation, that 
floor could be established, and we thin k that is entirely  inadequate, 
this would be something of a pe rmanent natu re that you could go to 
a banking house and say “We have th is much authority. How much 
money will you let us have to buy new equipment?’’ Tha t is our 
point.

If  the Board receives its appropr iation for this $50,000 and im­
mediately enters into this investigation, from my experience, as an 
old CAB man, it convinces me that it would be 2 or 3 years at least, 
and then with a court battle on top of th at, before we would have the  
Board’s best judgment as to what our final authority, let's say, would 
be.

By that, time, the situation would probably have changed again, and 
we would be under  attack  either over here or over there. The sub­
stitu tion o f the word “authorizes” and I think it is important, would 
give us this permanent type of auth ority  of a pleasurable  degree 
tha t we could live with.

The next portion of  our amendment, Mr. Chairman, which we pro­
pose as a substitute for section 1 of H .R. 7318, reads as fo llows: “ (2) 
Individually ticketed passengers or individually billed cargo opera­
tions in the frequency of not more than  twenty flights per month in 
the same direction between any single pai r of points, in inters tate, 
oversea, and terr itor ial air  transportation, including a furt her limi ta­
tion of not more th an two flights per day in the same direction between 
any single pai r of points in inters tate, oversea, and territo ria l air  
tran sportat ion; and (3) Supplemental air  carrie rs shall have the 
righ t of first refusal in the operation of all char ter trip s in inters tate, 
oversea, and foreign air transporta tion. The Board  shal l implement 
this section by appropriate regulation.”

I might  say at this point, Mr. Chairman, before you ask me, th e 
first refusal—when we draf ted this section, our concepts of first re­
fusal would not apply  to charters by the regular carr iers over the ir 
own routes. This is the concept tha t we had on it. It  would apply to  
off-route charters  only.

It  migh t appe ar at this juncture tha t we are asking for twice the 
amount of authority  tha t we previously have had and now have, but  
it isn’t tha t way at all, sir. The examination  of the flight repor ts on 
file with the Civil Aeronaut ics Board will show tha t the majo r portion 
of supplemental air  traffic moves, and  this is between your long-dis­
tance transcontinen tal points, on the weekends. Tha t is, most of them 
depart on Frid ays  with retu rn trip s coming back on Sundays. This 
heavy weekend traffic is not peculia r to our indust ry. If  you have 
attempted, or anyone has attempted, to secure a coach flight or a 
tourist flight from Los Angeles to New York o r going the other  way, 
you have probably found as I have in this last 2 months tha t you 
can't, get a reservat ion within 1 week from depar ture time. It  just  
can't be done.

We thin k tha t this additional authorization will fill this public 
need for the lower priced transpor tation.

This portion of the amendment envisions tha t a car rier  might 
schedule two flights in each direction on Friday  between two major



16S LIMITED AIK CARRIER CERTIFICATES

transcontinental points, with retu rning trip s of two flights in each direction on Sunday nigh t each weekend. This would aggregate a total of at least 16 of the total of 20 authorized flights in each direc­tion and during some calendar periods with an additional weekend falling within the month’s period, the entire 20 fl ights would be uti l­ized on weekend traffic. The fur the r l imitation in this paragraph  of rest rict ing schedules to a maximum of two flights per day in each direction will meet any objections made tha t a yearly  allocation of flights would cause a blanketing of schedules in the more lucrative market area. If  two flights per day in each direction are scheduled between any two points, it can easily be seen tha t the maximum number of flights flown during any 30-day period would cover only a 10-day scheduling period. The effect would be l ittle  d ifferent than the provision of an extra section to a flight under the present authority. And there is some question—I thin k the Board has not yet clearly determined on this po int—tha t we may be legally perm itted to operate an extra section under  our present authority.
In other words, flight 376 from Los Angeles to New York might run one airplane out at 8:15 and another at 8:30, and tha t would constitute one flight. I have seen no definitive sta tement or opinion of the Board  that “flight’’ means single plane service.
If  I  could ask the chairman to keep in  mind that the need for this  transportation has already been affixed and determined, I would refer you to some figures from a Civil Aeronautics  Board office of carri er accounts and  statistics  qu arterly repo rt of a ir carr ier financial statis­tics. The date of the report is September 1960, but  it covers a sum­mary of profit and loss for supplemental air  carrie rs of all services for the 12 months ended Jun e 30, 1960, and the 12 months ended June 30, 1959. The totals for 1960, and I refe r now only to passenger, which is individually ticketed service, was $20,457,000. Fo r the p re­ceding fiscal period 1959, it was $19,253,000. This is in revenue dol ­lars. This chart does not permit a breakdown of the civilian and milit ary into domestic and internationa l, but it does necessarily show that  these figures I  have just quoted are indiv idually  ticketed revenues in domestic only. This is so, Mr. Chairman, because the supple­mental carrie rs or large i rreg ular car riers have never at any time had authority  to perform oversea or foreign services—well, oversea or for­eign individually ticketed services. So the figures herein under “pas­senger” must necessarily refer to domestic, individually ticketed services.
There are approximately—I checked th is due to a discussion th at came up this morning, and I believe yesterday, as to the number of carrie rs engaged in this individually ticketed area—approximate ly 18 of the carrie rs in this field. Ten of them derive most of their  rev­enues from individually ticketed operations. The other eight per ­haps form one trip a week. Of the 10 that I mentioned that are mainly in this area, the 3 carriers tha t have been re ferred to so much as those subject to the recent Supreme Court decision, were the major  operators during these periods tha t I am quoting figures for. The gross revenue dollars from individually ticketed passengers for the so-called Great Lakes group, including Great  Lakes Airlines, Curry Ai r Transport and Trans-Alaskan Airlines, for 1960, was $9,415,000; for 1959, the gross dolla r revenue was $8,113,000. Comparing tha t
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with the totals, Mr. Chairman, it is obvious tha t the departure  of 
these carrie rs from this individually  ticketed field is going to leave 
a considerable gap. Almost half of the business has been performed 
by these carriers. We believe tha t 20 trips, to give us almost twice 
what we have now, to  give us twice w hat we have now, is necessary 
to continue to provide the supplemental service in individually tick­
eted operations that  we have now.

I would like to say tha t 1 concur with  the remarks  made by Mr. 
Patter son. From my own observations, I thin k it is too bad that 
the committee’s procedures do not perm it the taking of a view tha t 
you might find in a personal damage suit, where the jury  could be 
carried out to the scene and actually observe what went on. I have 
personally observed these people. They are bus passengers. You 
will find them there with the ir little carboard suitcases, with many 
children. Frankly, these are people who, as he s tated, could not af ­
ford to ride the  regular  carriers.

If  the committee will bear with me for a shor t time longer, I 
would like to demonstrate a point or two as to why there is such a 
diffe rence.

Comparing some of the fares of the supplementa ls and the certi ­
ficated carriers , approx imately 2 ^  years ago, the lowest coach fare 
of a regu larly  scheduled certificated carr ier operating  between Los 
Angeles and New York was $98.50 plus tax. The fares of the sup­
plemental  carriers operating between the same points was $80 plus tax. 
At  the present time, the regular ly certificated carriers, and these are 
jets, charge—and here I  would like to make a correct ion in my state­
ment which I show as $131, and its actually,  I am told, supposed to 
be $138, fo r a coach accommodation. The supplemental carriers fare 
is sti ll $80. You may say “Well, tha t is j et travel , but, in actual ity, 
Mr. Chairman, there is no other type of travel available to the public 
today, long distance, over transcontinental  routes, than jet travel. I 
travel that way, and you do, too. I prefer it. When I come here, 
I ride on American Airlines. But there are people who can’t afford 
it.

Another comp arison: Los Angeles to Honolulu, one supplemental  
has a one-way fare of $75; United and Pan  American, on the other 
hand, have a one-way fare of $133. There is a difference there of $116 
round t rip.  This is substantia l. I l>elieve as Mr. Burwell mentioned, 
there is a flight, and to be sure that  I am not caugh t up short, there 
is a flight from Los Angeles to New York, a piston-driven flight, 
operated  by TWA, where the fare  is $105 plus tax. This  is the  one 
that he mentioned t ha t took approximately 19 hours flying time. The 
supplementa ls which run nonstop flights run about 8 o r Sy2 hours, or 
one stop. Th at is at $88 plus tax, compared to $105.

Taking up now our thi rd alterat ion tha t we would ask the com­
mittee to make of the Board’s bill, H.R. 7318, th at amendment falls 
into section 3, on page 5. Reading this section, our proposed amend­
ment would place a period toward the end of the first sentence afte r 
the word “pract icable’’ and eliminate the words “and may designate 
only the geographical area or areas within which service may be 
rendered.” In  our judgment, the express authority  to delimit geo­
graphic areas of operation would create a completely impractical situ­
ation. This, we believe, is entirely  cont rary to congressional and
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Board  concept of  supplemental carri er ut ilization and operations, the 
major point being to maintain our flexibility and availab ility to serve 
needed points.

As the chairman is well aware, I am sure, o f the difficult and time- 
consuming nature of route-type awards, we think that any city or 
community which is hard  pressed for service should be free and 
readily  available to come to some supplemental carr ier and ask for 
air  service. A geographic limita tion might,  and probably would, 
eliminate tha t opportunity.

I will make one brief comment, if  I  may, sir, on this possible argu­
ment of diversion, which may be made, which lias not been made yet, 
and it has never been established on any body of evidentiary record. 
Taking the New York  to Miami or the  Philadelph ia-Miami route th at 
was the subject of discussion this morning, Easte rn, National and 
Northeast Airlines run nonstop piston and turbo prop equipment be­
tween those points for $73.50 round trip . Most of the nonscheds 
opera ting out of New York, for example, run one-stop to Miami at 
$70, with older equipment. On the way over here from lunch, I 
rode by National Airlines’ window and saw a sign adver tising  a new 
fare  of $66.80. Mr. Chairman, I think you will agree tha t anyone 
tha t can ride on those major  airlines is not going to ride on a supple­
mental because they have better equipment and better schedules.

As a final remark, Mr. Chairman, I would like  to comment in this 
area about violations. The testimony last year was filled with it, and 
I assume it will be raised again, about the tendency of these operators  
to violate the act and the economic regulations.

If  you will pardon a personal reference, unti l recently, and since 
August of 1957, I filled the Office of Chief of the Legal Division of 
the Bureau of Enforcement at the Civil Aeronaut ics Board. As the 
Board’s former chief enforcement attorney , I think I can speak 
with some authority  on the numbers and types  of violations prevalen t 
in the industry.

If  my memory is correct, and the record of the Board may be pro­
duced to sustain it, the public records, d uring the last 18 months, ap­
proximately 40 formal enforcement cases were processed before the 
Civil Aeronautics Board. Only a very small handful  of such cases 
involved supplemental carriers.

On the other  hand, an examination of tha t record will show th at 
almost every majo r airline in this  country was a respondent at least 
one time during tha t period. One majo r carrier “came up to bat” 
three times.

I would like to call the chairman 's at tention to the MATS problem, 
which I will not go into as it  is in  my statement. As you know, the 
committee is investigating it this week. We would like to have been 
present to have heard what they said but we felt this was much more 
vital to  our continued existence.

We do feel th at  that business is slowly but surely being taken away 
from us, and this we think is further  need for this. If  we a re going 
to have any availability to the Government in a craf t program or in 
times of a na tional emergency, we are going to have to have some more 
individually ticketed author ity.

I thank  the committee fo r making the time avai lable to us. I will 
be glad to answer any questions.
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Mr. Williams. Thank yon very much, Mr. Fraley. Mr. Fraley, 
what two points , terminal points, do these two airlines chiefly operate 
into and out  of ?

Mr. F raley. They are prim arily  operating  from San Francisco to 
Chicago, San Francisco-New York, Los Angeles-Chicago, Los 
Angeles-Detroit, Los Angeles-New York, Los Angeles-Dallas-Miami, 
New York-Miami, Philade lphia-Miami, in tha t general pattern.

Mr. W illiams. You say tha t th is is prim arily  a ticketed service?
Mr. F raley. Yes, sir.
Mr. Williams. This  airline depends prim arily  on tha t. Does it 

depend altogether on tha t ?
Mr. F raley. At  the present time I would say not altogether. They 

are doing some charte r business, o r they are planning  some char ter 
business t hrou gh the association exchange.

Mr. Williams. What  percentage  would be ticketed and what  per­
centage would be charter  on these two airlines ?

Mr. F raley. I would believe tha t 90 percent or 95 percent would be 
individually ticketed under the present plans of operation.

Mr. W illiams. You are suggesting th at  you be given a 20-trip au­
thority  between any two given points ?

Mr. Fraley. Yes, sir.
Mr. Williams. As a practical matte r, how do you operate  these 

flights? Fo r instance, you have sendee between Los Angeles or, let’s 
say, San Francisco  and Chicago, just  to take those two points.

Do you advertise in the papers tha t you are opera ting service be­
tween San Francisco and Chicago, Mondays, Wednesdays, and Fri ­
days, for example?

Mr. F raley. Generally tha t is righ t, sir, although you cannot  ad­
vertise more tha n your 10 tr ips.  You can only hold out a maximum 
of 10 trips.

Mr. Williams. Let ’s say Mondays and Fridays.
Mr. Fraley. Yes, th at  is generally th e case.
Mr. Williams. Wh at is your loacl factor ?
Mr. F raley. Frankly, sir, on a weekend flight and on Thursday, 

where we have actually  the excursion fare  of $80 between New York 
and Los Angeles runn ing Monday through Frid ay, but since most 
people prefer to ride as close to the weekend as they can, 
appa rent ly-----

Mr. William. Wh at is your average load on these flights?
Mr. F raley. I do not have it percentagewise, but they go out full 

almost every time. I t is a very full load factor.
Mr. Williams. Wh at assurance would I , as a ticket purchaser, have 

tha t tha t plane is going to take off on schedule and take me from Los 
Angeles to Chicago, even though I may be the only person that bought 
a ticket on the plane?

Mr. F raley. Well, I think practical economics would ind icate tha t 
you would be purchased a ticket on another airline  at the least incon­
venience to you, under your example.

Mr. Williams. Let ’s say I buy a ticket on Quaker or Mantz Air 
Services. I contract with Mantz Ai r Service to carry  me there in a 
Mantz airc raft . Wh at assurance do I have that I am going to be 
taken from Los Angeles to Chicago on the date specified on the ticket, 
on the contract, on schedule ?
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Mr. F raley. If  th is carrier has published a schedule, made it avail ­
able, in the  Airline Guide or in any oth er publicat ion media, you have 
the same protection tha t any other passenger who purchases a ticket  
on American Airl ines does.

In  other words, if  the flight is not performed, and  this is a recurr ing 
matter, or if it  recurs to the knowledge of the Civil Aeronautics 
Board, it consti tutes, and has const ituted in the  past, a violation under 
sect ion 411.

Mr. Williams. That still does not answer my question. Let ’s as­
sume tha t I get out to the airp ort  and there  are only a handfu l of 
passengers out there. Let’s say tha t no passengers show up, and you 
have advertised the flight. Do you go through with the flight?

Mr. Fraley. I would say if we have a retu rn load coming back, or 
if there are passengers, let’s say, in New York going to Miami, the 
flight would proceed; yes. We have to reposition airplanes to handle  
advance bookings. These bookings take place a month in advance 
sometimes.

Mr. Williams. All right , you have said tha t you want a 20-trip 
author ity. What two points would ju stify  tha t 20-trip authority?

Mr. Fraley. I th ink New York-Chicago.
Mr. Williams. Let’s take those two points. You have asked for  

permission to fly 20 trip s back and forth between New York and 
Chicago.

Mr. F raley. Right,
Mr. Williams. Are you also asking that  you be required to fly 20 

trip s between New York and Chicago ?
Mr. F raley. No, sir; I am not,
Mr. Williams. In other words, you are asking for something tha t 

the regular airlines do not have ?
Mr. Fraley. I do not believe I understand  your question.
Mr. W illiams. The regular, scheduled a ir carrie rs have to fly tha t 

route whether they have 1 person in the p lane or 20, do they not?
Mr. F raley. Yes.
Mr. W illiams. Wha t you are asking is permission to  make a t least 

20 flights, and not be compelled to make those flights unless you, your­
self, decide tha t it is a profitable venture.

Mr. F raley. Well, I wouldn't want to answer a categorical question, 
but 1 would say certainly that  the economics of the situation would 
dictate that  if you found that  on Mondays, Wednesdays, and Thu rs­
days you were not getting  enough passengers to make a trip  profitable, 
and you could position the airplane in some other way, you would 
not make that flight, and within a reasonable time or within the time 
tha t you could do it, you would alter your schedule.

Wha t I am saying is that  experience has convinced me, at least, th at 
most of the travel, where there  is a need, where there  is an overflow 
of business, it is for weekend flights in this low-cost market  area. 
The other carriers , I think, are missing the biggest bonanza in their 
lives by not taking their  old equipment, talkin g about American, 
Easte rn, and what have you, and instead of selling it off, I  think  they 
could operate these so-called economy flights and have all of this 
business. But  they are not doing it. They are geared in the other 
direction. They are going more deluxe and more first-class every­
day. This  market is just not being served.
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Mr. W illiams. The bone of contention in this controversy seems 
to l>e the t icketed service.

Mr. F 'raley. Yes, si r: I th ink th at is the case.
Mr. Williams. While I recognize the mat ter of char ter service as 

consti tuting  somewhat of a problem, of course, I  do not regard tha t 
as being too much of a hurdle for  this committee to overcome.

Wha t degree of responsibility do you think should be exercised by 
these carrie rs with respect to these ticketed schedules? Are you 
bound by a schedule of any kind other than by the advertisements 
tha t you made and the contracts  you made with the individuals?

Mr. F raley. No, s ir; we are not. There is no requirement  to file 
these with the Board.

Mr. Williams. The CAB does not require you, for instance, to go 
throu gh with what  you have advertised tha t you are going to do?

Mr. F raley. AVell, no one can compel any c arrier to fly or actually 
perform under its contract. Tha t would fall into a civil lawsuit. 
I might say in an aside here tha t in the last 2 or  3 years, as a mem­
ber of the Enforcement Bureau, the question of economic cancella­
tion, tha t is what we called it, word of  a rt, has been a mat ter of con­
siderable study. This  would be economic cancellation by the certifi­
cated carriers.

My personal opinion, and I will not bind anybody presently there, 
is tha t this is a false, misleading, and deceptive practice, to hold out 
the schedule and availability  of a flight, and then cancel out for a 
spurious reason, such as mechanical or weather o r something like th at, 
and not perform tha t flight. Tha t is my personal opinion on it and 
I think u ltimately tha t may be real ized in some Board decision some­
where down the line.

Mr. W illiams. Wh at I am trying to figure out is th is: If  you are 
going to get this weekend trad e—which, i t has been suggested, is the 
cream of the week-----

Mr. Fraley. That is the suggestion.
Mr. Williams. And you realize that it is, of course, between two 

points where there is quite a bit of traffic, you do no t land at Hush 
Pupp y, Miss., for instance-----

Mr. Fraley. No, sir.
Mr. Williams (continuing). But you land in New York and Chi­

cago, but you would not land in between. If  you are going to get  tha t 
kind of service, then don’t you think that some responsibility should 
go with it ?

Mr. Fraley. Yes, sir;  I do. I think it is no excuse to say t ha t be­
cause the certificated carriers are presently  doing it and have done it, 
canceling out flights because they have no payload—that  is no excuse 
to me, as far  as I am concerned.

Everyone should be required to perform. It  is a binding contract. 
As a lawyer, you recognize tha t it is, b ut the idea of having to sue 
some carrier  who is incorporated three States over is just impract ical 
and impossible. I think there should be some regula tion or control 
over performance under schedules.

Mr. Williams. When a supplemental carr ier advertises tha t it is 
going to flv between Chicago and New York at a certain  hour on a 
certain date, and then for reasons other  than  mechanical or unfore­
seeable circumstance—something beyond their own control—they can- 
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cel tha t flight, willfully , then do you feel tha t the CAB should have 
some means o f imposing some kind of civil penalty  on this ai rline for 
having so violated its contract wi th the public ?

Mr. Fraley. Yes; I do. Fir st, let me say as a  former CAB man, 
we tried  for 10 years  to  get civil penalties  as effective remedies. But 
I think  th at the Board now has the power, stil l has such au thor ity as 
it is, enforcement authority,  to bring an action agains t th at carr ier to 
cease and desist such operation in the future. It  has not done so 
against any carrier up  to now.

Mr. Williams. Mr. Devine ?
Mr. Devine. Ju st to supplement what  the chairman has said, I 

have had personal experience wi th a certificated airline that  starts  a t 
O’Hare and goes to Dayton, to Columbus to Washington then to New 
York. I have taken the Columbus to Washing ton leg on DC-7 equip­
ment with as few as four passengers which, of course, economically 
is deeply in the red. Yet they are required to perform on th at flight. 
I think tha t is an example of what the chairman is speaking  of in 
the ir requirement.

Mr. Fraley. They are morally required, Mr. Devine, but they are 
not legally obligated to, under  the law.

Mr. Williams. No ; but the point he is making is tha t the  scheduled 
carr ier is legally and morally  obligated to carry  those passengers, 
whereas, you escape the legal responsibility .

Mr. F raley. The po int is we are both legally and morally obligated  
to do so, but there has been no enforcement to date against the large 
carrie rs doing it. There has been no enforcement ag ainst the supple­
mental carrier s for doing it.

Mr. Williams. At  what  point does a supplemental car rier  become 
a scheduled carrie r ?

Air. Farley. He becomes a scheduled carr ier when he advertises 
and holds out though public media th at he has a schedule, th at  he flies 
on Monday and Frid ay. Then he is a scheduled carrier. He is not a 
regulraly certificated carrier.

Mr. Williams. When he makes that a scheduled operation, why 
shouldn’t he be subject to the same rules and regulations that a regu­
larly  scheduled carr ier is subject to ?

Mr. Fraley. I think th at  is reasonable.
Mr. Williams. In  other words, if you advertise th at you are  operat­

ing flights between New York and Chicago on Mondays and Thurs­
days and Saturdays,  then why shouldn’t you be stuck with tha t?

Mr. F raley. I think you should.
Mr. W illiams. Whether you have one passenger or a plane load of 

passengers ?
Mr. F raley. I think  you should.
Mr. W illiams. I s there anything in this legislation that would do 

that ?
Mr. F raley. No, sir ; nowhere in the legislation. None of the p ro­

posed bills would place that requirement, as I see it,  upon the  supple­
mental industry .

Mr. W illiams. Then you advocate tha t in the writing of this  legis­
lation, the committee must certainly amend the legislation so as to 
place tha t responsibility on these carriers who are, in actuality , oper­
atin g as scheduled carriers?
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Mr. F raley. No, sir;  I  th ink it can be handled by Board regulation 
as the requirements  a re for  the  certificated carriers,  o ther certificated 
carriers, to do w hat you say. In  other words, regulations cover that.

We would like to be teated the same as the certificated carriers in 
this  area. We are will ing to live up to what they have to do.

Mr. Williams. You are willing to go before the Board and get a 
certificate of public convenience and necessity to operate  between two 
points ?

Mr. F raley. No, sir: I am afraid  not.
Mr. Williams. You say you want  the same treatment. That is 

what they have to do.
Mr. Fraley. Insofa r as the  responsibilities of operation are con- 

corned, and as fa r as sanctions are concerned, th at may be imposed on 
our operation.

Mr. W illiams. I am sure you can underst and the problem tha t this 
committee is up against in tha t respect.

Mr. F raley. Yes, sir; I sure do.
Mr. W illiams. Than k you very much.
The next witness is Mr. Jesse Sta llings.

STATEMENT OF JESSE STALLINGS, INDEPENDE NT AIR LIN ES 
ASSOCIATION

Mr. Stallings. I want to thank you for  the privilege  of appear­
ing here today. I regre t th at I do not have a prepared  statement.

My name is Jesse Stallings. I am president and princ ipal stock­
holder of Capi tal Airways, of Nashville, Tenn. Capital is probably 
the larges t of the so-called supplemental carriers . We employ today 
approximately  650 people and operate over 50 airc raft , p rimarily in 
worldwide charters and military con tract operations.

We also perform contracts  for various other Government agencies, 
such as NASA, and we operate some airplanes under a bailment 
situation for the Army.

I will try  to be as brief  as possible, and possibly will speak in 
generalities.

To qualify my statements, I think  I should give you something of 
my background in aviation. I have been a pilot for over 32 years. 
I came up through the barnstorming days of aviation. I was a sched­
uled airline pilot with one of the major  carr iers for approximately 
14 years. Another pilot and I started Capi tal Airways immediately 
following World War II , in 1946, with one ligh t tra ining airplane,  
and it has grown to a relatively  la rge company today. We have done 
this  without benefit of subsidy, and purely on a competitive market.

We think that a g reat savings to the taxpayer has occurred in the 
fact tha t we have flown milit ary fre igh t for the Air  Force at rates 
as low as 9 cents per ton mile, and also, of course, have transported 
milit ary passengers overseas at round trip for  as low as $170 between 
New York and Europe.

Today, one of our princ ipal sources of revenue is N orth Atlantic 
char ters which, of course, as you know, is very seasonal. This busi­
ness we feel has a very definite poten tial if some of the redtape and 
stringent  regula tions could be modified.
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For instance, to process one charter  applicat ion, our legal fees alone run approximately $150. Some of the details involved in secur­ing one o f these exemptions actually borders on the ridiculous. Last year we were Hying a temperance group out of Chicago to Europe. One of the car riers  who was certificated across the route  protes ted this exemption on the basis t ha t they had seen a member of this group in a bar tak ing  a drink,  so 1 think  tha t is carry ing it rather  to an extreme.
I will not belie the issues-----
Mr. Williams. Did the CAB en tertain that protest ?
Mr. Stallings. No, sir ; it did not. It  was rejected. But still,, the protest was made and it required us to write letters and get the people of th is group to wri te letters. Then it cost the taxpayers some 

money in that someone a t the Board had to process this silly thing.I believe that many of these regulations, which I think the Board has under consideration at present, could be modified or abandoned completely, and tha t it would afford air transportation  to many 
groups today who could not afford to  fly by other means of t ranspo r­tation.

We have engaged in some individually ticketed passenger business. We at one time operated  between New York and Miami. We have operated Chicago-Miami. We operated tha t for approximately  a year. At present we are not opera ting any scheduled flights on indi­vidually  ticketed basis.
As I thin k has been previously testified—unfortunately I was not here yesterday  and did not get here until late today—I thin k the question o f the MATS awards has arisen during this period. This, to our company, is a very serious blow due to the fact that in the past, while we have had an open rate  or competitive rate, competitive bidding,  we have had a certa in advantage in tha t our indirect costs are lower than  a large r airline’s would be, which was the  only com­petitive  advantage , of course, tha t we had.
Now, w ith this floor placed under the rates, what you are  speaking of, in essence, is a system of allocation, and tha t has destroyed our competitive advantage as far as m ilitary business is concerned. We suffered severe loss in some of our  contracts  fo r the coming fiscal 1962.As to my posit ion here, and reason for appea ring before your com­mittee, I would like to state tha t I feel tha t these supplemental car­riers are a  very definite national asset, particu larly , as you know, we have a deficiency in national airl ift,  which has been well publicized.
When you say a deficiency in national airl ift,  in essence what  you are speaking of is a mobilization base. I think t ha t all of these car­riers  have expansion capability, and for tha t reason do increase that mobilization base. Of course, the grea ter the number of carrier s the grea ter your mobil ization base.
That is based on airplanes in being. When you say mobilization base, you are talk ing about everything tha t it takes to make an air ­plane run as well as the airplanes. I t does take all of the groundwork to go with it to fly airplanes.
Fo r tha t reason, I  feel tha t it would certainly  be in the interest  of our country  if some type of permanent opera ting auth ority  could be gran ted to these carriers.
Thank you, sir.
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Mr. W illiams. Thank you, Mr. Stallings. Did I understand  tha t 
you are  not opera ting any ticketed service now ?

Mr. Stallings. Mr. Chairman, we do. Frankly , we fly both the 
Atla ntic  and the Pacific, in both oceans. Frequently in gett ing air ­
planes from one coast to the other we do individually  ticketed busi­
ness. This is really necessary to the type of operation  we conduct 
due to the fact  t ha t most charters are sold 2 to 3 months in advance.

Mr. W illiams. Wh at is the  bulk o f your operation—char ter?
Mr. Stallings. Yes, sir ; tha t and mili tary  contract  flying is the 

bulk of our operation. We fly, as I  said, worldwide charters. Ap­
proximately 78 percent of ou r gross revenue is derived from milit ary 
contract flying.

Last  year  we grossed in the neighborhood, th rough  all of our act ivi­
ties, in the many phases of aviation , approximately  $15 million.

Mr. Williams. Approximate ly what percent of tha t would be in 
the t icketed operations ?

Mr. Stallings. I could not give you an accurate figure. I could 
obtain that.

Mr. W illiams. Would it be negligible?
Mr. Stallings. Yes, sir;  it would be negligible.
Mr. Devine. Did you say you represent Capi tal Airways?
Mr. Stallings. Yes, sir.
Mr. Devine. You are dealing in fre igh t as well as passengers?
Mr. Stallings. Yes, si r: we do. We fly one contract for the Air  

Force  called “Log-Air '? which is an Air Force scheduled freight  air ­
line. It  connects the  various  mili tary  bases, part icularly  SAC and 
Ai r Materiel Command. We have been flying on this operation 
for approximately -----

Mr. Devine. Wha t type of  equipment do you fly?
Mr. Stallings. We are flying C-46’s. We have 42 C-46’s on this 

Log-Air system.
Mr. Devine. You said your gross for  la st year was approximately 

$15 million?
Mr. Stallings. Yes, sir.
Mr. Devine. Can you give us an idea of approximately  what  your 

net was ?
Mr. Stallings. Well, actually, we showed a slight  operating  loss 

for last year.
Mr. D evine. A slight loss?
Mr. Stallings. Yes, sir.
Mr. Devine. I believe that  is all.
Mr. W illiams. Thank you very much.
Mr. Stallings. Thank you.
Mr. W illiams. The next witness will be Mr. Ralph Cox.

STATEMENT OE RALPH  COX, JR.,  PRESIDENT, UNITED STATES 
OVERSEAS AIR LIN ES,  INC.

Mr. Cox. Mr. Chairman, thank you for this opportunity .
I  have a wr itten  s tatement I would like to  submit.
Mr. Williams. The committee would be very glad to receive it. 

Without objection, it will be included in the record at this point.
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(Mr. Cox’s prepared statement follow s:)
Statement of Ralph  Cox, J r., President , United States Overseas Airl ine s, 

I nc.
On beh alf of United Sta tes  Overs eas Airlin es, Inc., and myself as  presid ent, I 

wish  to express  appreci atio n to the  members of this comm ittee for  the oppor­
tun ity  to be hea rd in ful l sup por t of II.R. 7318. To emphasize the  impo rtanc e 
att achin g to this hear ing, USOA and all other suppl emen tal ai r carri ers can  
assure you th at  over a perio d of some 15 years , our  se gment of the  a ir  tra nsp ort  
system has  n ot enjoyed 1 s ingle day of oi>erating au tho rity which was not subj ect 
to the  chao tic unc erta int ies  of cou rt appeal and  complicated  pha ses  of a mam ­
moth proceeding b efore  ou r reg ula tor y agency.

Th at  USOA and oth er members of this class  have surv ived  and pros pere d in 
the  perf orm ance of tru e supp leme ntal service, despite legal and  economic a tt ri ­
tion  and  lack of certi ficat ion, bespeaks  the  soundne ss of the  Civil Aeronautic s 
Board ’s decision in 1959 and proves our  public need.

I believe th at  my background and  the  circumstances leading to my entrance  
into the  field of supp leme ntal ai r tra nspo rta tio n are  fai rly  typi cal of othe rs in 
our ind ust ry.  In fact,  as the  Boa rd has found, the suppleme ntal ind ust ry was 
born of a public need following cessation  of hos tilit ies of World  Wa r II. It  
was  durin g the  period of awak enin g th at  ai r tra nsp ort ation  had its st ar t inso far 
as the  avera ge travel er was  concerned.

Thus, with the adv ent  of aircoach trav el, inaugura ted  by the su pp lem en tal, 
a new era  in ai r tra nsp ort ati on  began. USOA wa s one of those  ear ly begin ners 
which  stepped in to fill a public  and mi litary  need.

My background in avi atio n dates from  1939 when I entered  the  U.S. Navy as  
an avi ation cadet.  Follow ing my d isch arge fr om the Navy, I served with  Ameri­
can Ex port Airlines, Inc., as nav igat or, second officer, and  firs t officer and with  
American Overseas Airlin es, Inc., in the  capacity  of captain . In  Ja nu ar y 194(1 
I entered  the  field of irregu lar , now suppl emental ai r tra nspo rta tio n with  the  
pur chase of one-half int ere st in the  lease of a C-47  tra ns po rt ai rc raft.

Th at same year I purcha sed  a  C-5 4 ai rc ra ft  fro m the  Wa r Asset s Ad min istra­
tion whic h I had  converted to pass enger configuration. I t was  in November 
1946 th at  I conducted my firs t indepen dent  flig ht from New York to Ara bia und er 
ch ar ter to the  A rabian-Am erican Oil Co.

Exp ansion of o pera tion s cont inue d over the  ensuing yea rs dur ing  the  cou rse of 
which  we took on add itio nal  equip ment and esta blished a comple te mai nten ance  
base  at  Wildwood, N.J. My company was ini tia lly  known as Ocean Air Trade- 
ways. Uni ted Sta tes Overs eas Airlines, Inc., was  inco rpor ated  in 1950.

Since th at  time, althoug h our operatio ns have rema ined based  in Wildwood, 
N.J., USOA has  conducted its  operations all over the  world. Since its  incep­
tion, I hav e cont inua lly served  USOA in respo nsible  exec utive  positions, first  as 
preside nt, the n as execu tive vice pres iden t, and, since Augu st of 1959, aga in in 
the  cap aci ty of pres iden t. During  thi s time the  c ar rie r h as exper ience d a steady 
ra te  of growth.

Uni ted Sta tes  Overseas Airlin es, Inc., curre ntly employs more tha n 500 people, 
inclu ding  management , flight  personnel, mai nten ance  crews, field operatin g per ­
sonnel, and  air po rt and  city  tick et sales people. Our fleet of DC-6  and DC-4 
ai rc ra ft  span s the  globe in the  perf orm ance of ch ar ter and indi viduall y ticke ted 
ai r tra nspo rta tio n in both mi litary  augmen tatio n and  comm ercial  opera tions. 
We have tick et offices and air po rt fac ilit ies  at  such ma jor  points as New York, 
Chicago, Detroit, Miami, Dall as, Los Angeles, San Francisco , Honolulu, Guam, 
and  O kinaw a.

Our air lin e was one of the  first  to ans wer the  call dur ing  the hist oric  Berl in 
crisis and  responded with  equal effectiveness in the  Korea n conflict. This  re cord 
of service in the nat ional defen se ha s continued up to and inclu ding  the  pres ent 
time and  has  encompassed acti ve partic ipa tio n in the Arctic DEW Line projec t, 
the  Navy  Quicktr ans cargo  operation and MATS flights  throug hou t the  ent ire  
world. Within  the pa st 9 m onths USOA’s MATS operations hav e take n its crews 
and ai rc ra ft  to such dive rse locati ons as Engla nd, France , and Germany in the 
Atlan tic  a nd Hawa ii, Guam, Japan, and the  Ph ilippines in t he  Pacific.

Uni ted Sta tes  Overseas Airl ines  is a member of the  civil rese rve ai r fleet, and 
has  comm itted its  equipme nt to the  Gover nment  for  use in time of a nat ion al 
emergency.

Up to thi s time, USOA h as  expen ded thou sand s of dol lars  in the  legal pursu it 
of a perm anent form  of ope rating au thor ity  to issue  from the  Civil Aero naut ics
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Board.  At thi s point, we can only re ite ra te  our  ext reme dismay at  the  1960 
decision of the  U.S. co urt of appea ls, render ing  v irtua lly  useless  ou r 8-year effo rt 
and reducing, in effect, our ope rating autho rity to its  hectic  and chaot ic pos ture  
of the  1940’s. We were grat ified  th at  Congress in June  of 1960 recognized our 
plight thro ugh  the  ena ctm ent  of legislat ion preserving our  sta tus quo until  
March  of 1962. We ar e tru ly  app rec iative of your presen t inter es t in seeking 
ways and mean s in thi s busy session of perm anently  alleviatin g our  plight.

Mr. Cha irman, I wa nt  to emphasize  th at  the  flexib ility of our  pre sen t var ied  
operations  i s the  only possible means through  which our fleet may be m ain tain ed 
and  expanded to suppleme nt the  demands of the general public  an d accommodate  
the  needs of the  m il it ar y; therefore, we must make ful l use of our  diversi fied 
10-trip  au thor ity  and  ch ar ter rig hts  in order to ma intain  our economic stabil ity  
and  growth.

We must make  full use of such avenues of revenue as  mi litary  and  civil ian 
char ter  flights, which  have includ ed such recent exam ples as the  t ran spo rta tion 
of 467 U.S. Air Force Academy third-  and  fourth-year cadets at  one time from 
Colorado Springs to New York; the  members (ove r 300) of the  senior officers’ 
class  of the  Armed Forces Staff  College from Norfolk, Va., to Che rry Point, 
N.C .; Hu ngari an  refugees to havens all over the  world  dur ing  the  Communist 
purge of Hun ga ry ; and  a pa rty  of stu den ts from Na tionalist  China  destined 
to our  Nation ’s prin cipal ins tituti ons of higher  learn ing.  Then in October of 
1960, we fe lt especially honored when  our services were requested fo r per form ­
ance  of a 1-day tour  cover ing the  en tire Sta te of Flo rida  in tra nspo rta tio n of 
th at  State ’s high est officials and  of the  prin cipal advisors to Vice Pre sident  
Johnson. More recen tly, USOA has performed numerous commercial ch ar ter s 
for well-known domestic business firms and is currently engaged  in  the  perfo rm­
ance of a  stea dy flow of tou rs to our  new Sta te of Hawaii at  r ates  readily  ava il­
able to the general public.

USOA, together with oth er supp leme ntals  provided in excess of 20 pe rcen t of 
the  tot al passenger tra nspo rta tio n to Hawaii in 1959—all a t ra tes at tra ct ive to 
the ave rage traveler  and  geared to genera te and  stimu late ai r trav el. Then  in 
1960 USOA continued its  activ e participation in the  burgeoning Ha wa iian mar­
ket  and  expa nded  its  transpac ific  individ ual  service operations to include a 
reg ula r weekly service across the Pacific to Okinawa. USOA’s record in tran s­
pacific ind ivid ual  sale  service has  been such as to merit specific recognition and  
commendation by the  Civil Aeronautics Board. Thus, in the  recent  Trans 
Pacific Route  case, Docket 7723 et al, in which USOA was  an act ive  app lica nt, 
the Board lauded our  company  with the following findings:

“In  1958, USOA operat ed a total of 851,000 plane-miles in the  transpac ific  a rea , 
280,767 being in individually ticketed  flights between  the  m ainland  and  Haw aii. 
It  car ried 7,557 passenge rs in 1958 between the mainlan d and Honolulu with  an 
average load fac tor  of  64.5 perce nt although it  d id not begin thi s operation un til  
June  of th at  year . The  ca rri er  achieved even grea ter success in its  o perations 
in 1959, perform ing 267 individually tick eted  flights  in the  ma rke t and car rying 
19,379 passengers  with an average  load fac tor  of 71.6 percent. During the  f irst  
two qu art ers  of 1960, USOA at tra cted  9,806 mainlund-IIaw aii passengers and  
expanded  its  transpacific operations to include a reg ula r weekly service be tween 
the wes t coas t and  Okin awa via Honolu lu, Wake Island, and  Guam.” Pages 
21-22.

USOA rem ains a sign ificant fac tor  in the  transpac ific  bas in and  is the th ird  
leading U.S. ca rr ier both in the  Cal ifornia-Haw aii and  U.S.-Orient marke ts. 
In  fact,  USOA is the  only air lin e offering dir ect  scheduled service between 
Okinawa and  such ma jor  traffic point s as California , Honolulu, and Guam. By 
connections at  Okinawa USOA’s low-cost services are made ava ilable  to many 
traveler s to and from such ma jor  ori ent al point s as Free China, Hong Kong, Th ai­
land, Japa n and  Korea.  Among those u tiliz ing  USOA’s transpacific service have 
been Miss Universe  con tes tan ts from poin ts through out  the Fa r Ea st and  a 
pa rty  of Boy Scouts from Fre e China.

Dur ing the  imm inen t summ er season USOA and  oth er supp lementa ls will 
carry  numerous commercial ch ar ter trips to Euro pe and foreign point s. These  
chart ers  will compr ise student and study groups, choral societies, general busi ­
ness clubs, and a wide varie ty of qualified groups which othe rwise could not 
afford such a trip .

USOA f or 3 yea rs has been the hold er of the  U.S. Navy quick trans con tract 
which involves the  nat ionwide car riage  of Navy priori ty cargo by air.

Our convertib le ai rc ra ft  which are used on our  limi ted passenger rou te serv ­
ice are such th at  expandable  cargo space  is utili zed on nea rly every tr ip  with
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fil l-in sh ip m en ts  pr od uc ed  th ro ugh our bu si nes s re la ti onsh ip s w ith th e  N at io n’s do m es tic and  in te rn ati onal a ir fr e ig h t fo rw ard ers . Thu s,  by  th is  metho d ou r p re ss uri ze d a ir c ra f t ope ra tion s comb ine pa ss en ge r an d ca rg o mov em en ts—a nd  a ll  po ss ib le  th ro ugh  fu ll  explo it at io n  of  our vers ati le  au th ori zati on .
Mr . C hai rm an , our  a ir li ne  fu lf ill s a pu bl ic  need. Thi s is  m anif est  from  our a c tu a l opera ti ng  st a ti st ic s.  Thu s,  our cap ta in s ha ve  ac cu m ula te d a to ta l fly ing  tim e co ns id er ab ly  in  ex ce ss  of 390,000  h ours  in  dive rs if ied oper at io ns th ro ugho ut th e  en ti re  wor ld . D uring  th e  year 1959 our to ta l mile s flown am ou nt ed  to 6,795 ,640. O ur  re ve nu e- pa ssen ge r-m ile s w er e 206,000,350 out of  a to ta l in excess o f 286 mill io n avai la ble  s ea t-m ile s.  T hr ou gho ut  th e sa m e pe riod  we  tr ansp ort ed  170,719 pa ss en ge rs , bo th  ci vi li an  an d m il it ar y , to  jio in ts  a ll  ov er  th e  wo rld .
Mr. C ha irm an , a su pp le m en ta l a ir li ne  is un iq ue  in  th a t it  is  a co mpo ne nt  of th e  on ly co mm er ci al  re ad y re se rv e a ir  fle et in  th is  co un try.  The se  ca rr ie rs  are  in  th e a ir  day  an d nig ht— wee k in  an d wee k ou t— mon th  in an d m on th  ou t— y e a r in  and year ou t. T her e a re  ov er  100 a ir c ra f t in  ou r in dust ry , in cl ud in g DC- 3,  DC -4 , DC -6,  DC -7,  C-46 , 1049 Con stel la tion , an d Bo ein g 377 ’s. The se  a ir c ra f t a re  m an ne d b.v high ly  qu al if ied pi lo ts  an d cr ew s— not re s tr ic te d  to fix ed- o r ro ut in e- ty pe op er at io ns .
Ma y I,  a t  th is  po in t, p re se nt to  th e co mm itt ee , a ty pi ca l ex am pl e of  th e ex ­pe ri en ce  and  qu al if ic at io ns  of  th e aver ag e su pp le m en ta l a ir c ra f t pilot  in co mm an d.
He flew in  W or ld  W ar  I I  and th e K ore an  host il it ie s as  an  a ir  tr an sp o rt  or  N av al  A ir  T ra nsp o rt  Se rv ice pi lo t. T hi s duty  too k him  to  al l p a rt s  of  th e  wor ld  and  co nd it io ne d him to  ex tr em es  in  ex er ci si ng  h is  expert  pilot  ca pa bi li ti es . He  is  p re se ntly  a co mmiss ione d Res er ve  officer.  He has  cu rr en t pi lo t ce rt if ic at io n of  th e h ig hes t or de r,  reco gn ized  an d auth ori ze d by th e FA A an d CAB . He is  a qu al if ie d li ne ch eck pi lo t an d tr an si ti on  in st ru ct or.  li e  is  mor e oft en  th an  no t, a  co m bi na tion  pi lo t, na vi ga to r,  en gi ne er , and di sp at ch er .
In  th es e p li an t ca pac it ie s he  ex er ci se s h is  un iq ue  tr a in in g  pr of ic ie nt ly  whe re  fa c il it ie s m ig ht no t be adeq uat e or a ir c ra ft  m ai nt en an ce  an d nav ig at io nal  ai ds  m ig ht  be lack in g.  H e is  ca pa bl e and em ploy s hi s cap ab il it y  in  th e  da y- to -day  tr an sp o rt a ti o n  of  ca rgo,  ra ngin g fr om  sh ip m en ts  of  liv e mon ke ys  to  hi gh ly  te ch ­ni ca l ass im ilat io n  a nd tr an sp o rt  o f va cc in e su ch  as  h oo f-an d-mou th  di se as e se ru m to  d is tr au g h t ca tt le  a re as ov er  th e  wor ld .
Il is  ra nge of  pa ss en ge r se rv ice fin ds him  em ploy ing hi s fle xible ta le n ts  to  as si gnm en ts  va ry in g from  a co ord in at ed  mov em en t of  th e  U.S . W ar Colleg e cl as se s to  th e  pr ov is ion of  some IX) per cen t co lle ct ively of  th e  to ta l re quir ed  a ir li f t fo r th e  su m m er  re se rv e tr a in in g  pr ogra m s fo r a ll  th e ar m ed  se rv ices .H e part ic ip a te d  in  su ch  em erge nc y si tu a ti ons as th e B er lin and  K or ea n a ir ­li ft s—a nd w as  resp on sibl e,  in  la rg e p a rt , fo r th e  li ft  re quir em en ts  ne ce ss ar y to  th e  cons tr uc tion  of  th e W es te rn  H em is ph er e DEW  line  in  th e  A rt ie . H e has  th e  vers a ti le  ab il it y  to  opera te  in to  an d  ou t of  a re as and  a ir p o rt s— re m ot e an d un fa m il ia r.  T h is  vers ati li ty , Mr.  C hai rm an , w as  ag ai n il lu s tr a te d  by th e  fa c t th a t th e su pp le m en ta l a ir  c a rr ie r cap ta in s an d cr ew s w er e in th e fo re fr on t of  th e he ro ic  ev ac ua tion  of re fu ge es  from  th e  ch ao tic te r ro r whi ch  on ly  la s t su m m er  en gu lfed  t he  ne w A fr ic an  Rep ub lic  of  th e  Congo.
In  o th er wor ds , a su pp le m en ta l a ir  c a rr ie r pilot  in  co mman d,  ba se d up on  his  fle xible ca pab il it ie s,  ca n su cc es sful ly  and  eff ici en tly  fly fr om  an y a re a  or  a ir po rt  to  an y o th er a re a  or  a ir po rt , w ithou t fu r th e r in st ru cti ons ex ce pt  th e  ca rr ie r’s ori g in al  o rd er to  proc ee d fr om  pl ac e to  plac e.  He ne ed s on ly ga s, oil , an d a ca pa bl e a ir c ra ft .
U ni te d S ta te s Ove rsea s A ir line s des ir es  to  co ntinu e it s  p a r t in  th e  pr og re ss iv e de ve lo pm en t of  th is  v it a l se gm en t of  th e N at io n’s a ir  tr a n sp o rt  sy stem . B ut to  do  so re quir es un eq uivo ca l lice ns e fo r th e  fu ll  ra nge of au th o ri ty  fo und by th e  Civil  A er on au tics  B oa rd  to  be  in  th e pu bl ic  in te re st .
Fre ed  fr om  th e  da y- to -day  hara ss m en t an d th e  econom ic a tt ri ti o n  of  th e  lo ng es t adm in is tr a ti ve  pr oc ee di ng  in  th e annals  of  law, our in dust ry , w ith a s­su ra nce s,  ca n fo re se e ne w v is ta s to  be  pion ee re d in  th is  st il l in fa n t field of co m m er ci al  a ir  tr ansp ort a ti on .
W he re fo re , we  as k yo ur  earn es t co nsi der at io n  an d fa vor ab le  ac tion  on H.R - 7318 an d am en dm en ts .
Mr. Cox. I have a few remarks I  would l ike to present.
Mr. W illiams. First, would you identi fy yourself for  the record?Mr. Cox. My name is R alph  Cox, Jr . I founded, and I am the president of, United States Overseas Airlines. We have been oper­ating fo r just  about 15 years.
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I would like to poin t out some observations relative to this allega­

tion that  we are “taking so much cream, skimming the cream,’’ and we 
are diverting so much traffic from the scheduled carriers.

1 think  it is quite  insignificant when your records show that  about 
99.78 percent of the scheduled traffic is held by the scheduled carriers. 
In  other words, we have about twenty-two one-hundredths of 1 per­
cent. That is really bette r than Ivory  soap, as far as the p urit y goes, 
as to their market.

Secondly, I think tha t we are on the bottom. We cannot very well 
“skim the cream.” When I say the bottom—even airpor ts. Fo r in­
stance, at La Guardia  Ai rpo rt w7e have to go to the  old Marine Termi­
nal Building. It  is practically a warehouse in its state of disrepair 
at the present time. We are not in a position, in other words, a t La 
Guardia and many of these other large airpo rts, to even come in con­
tac t with  the flow7 of traffic.

We are, in effect, a mile  or two away on the  o ther side of the field 
where people do not even know about us. It  is quite a difficult job, 
in fact, to get our passengers there by taxi. They get to the wrong 
terminal. We have a backroom in this  terminal which is virtually 
empty. We cannot have a counter in the front . It  is a very dif ­
ficult job fo r the public to even find us. There is a large empty room. 
I t has been empty  for almost 10 years now. Pan Am used to have 
it at La Guardia, at their main offices departure terminal.  We un­
successfully attempted to get th at room for 4 years now.

In San Diego we cannot even ge t a counter in the terminal,  in spite 
of the fact th at three or fou r car  rental agencies do have counterspace. 
The Federal law says t ha t an air carr ier should get  preference on this 
sort of thing.  We have not gone to court to try  to get this counter­
space, but 1 simply point it out as an indication  of the harassment 
and the pressure and discrimination that we have suffered.

As far  as the 10-trip authority,  which is the big bone of conten­
tion, that  is a ratio  tha t was derived  about 10 years ago, and it was 
intended to be a yardst ick catalytic  effect. In  o ther words, the p ub­
lic need, according to the Board’s findings, after about 8 years, was 
tha t we constituted a ca talytic effect and were a convenient yards tick 
for the public, the public good.

In the past 10 years, the scheduled car riers have tripl ed thei r speed, 
doubled their  loads, doubled their scheduled services. We still have 
our 10 trips . The ir ratio grows and grows and our competitive, 
catalytic effect gets smaller and smaller. Actually , if you had a 
taxpayers’ lobby here, I would think  they would be asking that we 
increase our schedules ju st to mainta in an even ratio of competition 
to furn ish this yardstick public need.

Origina lly, w7e did have the  rig ht to  fly scheduled flights to Europe. 
Back in 1947 our carr ier flew to E urope  on a scheduled basis. Gra d­
ually things  happened to us. We were not adept at protecting  our 
rights. One thing happened to  us in that we were denied foreign a ir 
transpor tation really without any hearing on it. This happened 
back in 1947.

We were small and young and divided. We could not defend our­
selves. So wTe were blocked right out of tha t market. Gradually, 
then, this 10-trip thing came about. I just  want to point  out tha t 
it is an ins ignificant portion of the traffic that  we take, but it is a great
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and valuable contribu tion to the general economy and to the public, 
itself, in const ituting this governing effect, this  ca talytic effect.

On this 10-trip thing,  if we are going to render  the service and be 
a public need, with 10 tr ips  a month, our costs are th ree or four times 
greate r. In other  words, we have to hire people by the month, not 
for two or three times a month. We have to pay r ent  for the whole 
month, and have offices and phones. So our cost of procurement can 
be five or six times as great as if  we did fly more frequently.

Therefore , it costs us a grea t amount to render this service. We 
have to have income to live. Eit her  we are justified in being in exist­
ence or not. Up until now, ou r military and commercial in our com­
pany have been about equal, mili tary  traffic and commercial; that  is, 
ticketed passengers. This charter  tha t they have ta lked about, com­
mercial charte r, I do not think amounts to 5 percent of anybody’s 
income.

If  you want to consider M ATS business as charters,  then it is a 
different figure. But  commercial traffic, from our experience, has to 
be ticketed. I t is, in effect, th at  I might not want to make a  speech 
today, but I want  the  r igh t to do it, 1 want freedom of  speech. I t is 
the same with this.

If  we do not have freedom to come in and sell tickets, we do not 
render a public service. We might  j ust  as well be relegated out be­
cause we cannot render the service ap art  from the m ilitary reserve a ir­
lif t tha t we render to the public unless we render it  on a ticketed 
basis.

Mr. W illiams. I hate to inter rupt you, but the bells have rung  for 
another rollcall and the committee will have to recess. I hate  to in­
ter rup t you right in the middle of your testimony, but we will come 
back as soon as we can afte r we have answered this call. We will 
try  to get as fa r as we can this afternoon.

Mr. Cox. Thank you very much.
Mr. Williams. The committee will recess for approximately  15 or 

20 minutes.
(A short recess was taken.)
Mr. Williams. The subcommittee will be in order.
You may continue, Mr. Cox.
Mr. Cox. Thank you, sir.
The Civil Aeronautics Board found tha t we were pioneers in air- 

coach and tha t we were creators of new innovations and that we had 
this  good yards tick effect. Th at is why I feel tha t we must be kept for  
the public good.

We have to have enough authority to live with. As an example of 
in the future , I feel th at a great vacuum is being formed as the rai l­
roads cut back on their  passenger service. I, for one, would say th at 
we could flv those economy railroad  coach passengers for hal f of the 
scheduled airline  fares.

At  the present time, our company is flying from Miami to New 
York, Detroit-Chicago, southern Califo rnia, San Francisco, Hono­
lulu, Wake, Guam, and Okinawa. In  fact, we are the only carri er 
flying between Okinawa and Guam. There isn’t even any airmail 
service.

We are not allowed to carry  tha t, however, and between Okinawa 
and Honolu lu we are the only direc t service. We do not divert traffic.
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As a m atter  of  fact, we create traffic, and a lot of our hard-won pas­
sengers eventually graduate  to the scheduled air  carriers. If  we are 
dive rting  so much since 1955 when we were authorized to fly 10 t rips 
a month on a scheduled basis, so far  no ATA member has complained 
through  a Board  proceeding tha t we are hur ting them. As a matt er 
of fact, in that proceeding, the Board said if we flew 15 percent or 
more of  the traffic between two points it would be a lmost p rima facie 
evidence tha t they were not supplying the service, and th at the B oard 
would probably initia te a proceeding.

Consequently, we feel th at this diversion is ju st a big—it is the big 
lie technique against us. We are  not diverting  any substantial traffic, 
not 0.22 percent.

The other thing I would like to mention is th at the 10-trip business 
was originally set up as a ratio, and since tha t 10-year period the 
scheduled a irlines have increased th eir seats moving, the speed of the 
seats, the numbers, g reatly . I do not have exact figures, but it is sev­
eral times. If  that is the case, if we were a public need, to compete 10 
times a month in those days, the scheduled carrie rs need a lot more 
competition now jus t to stay even, and in the meantime, about 75 per ­
cent of our carriers have dropped ou t of the picture completely.

Ten years ago there were over 100. Today they are really 10 or 15 
actively in this competitive position. Consequently, as far as the 
public need is concerned, we are just decreasing and diminishing so 
fas t tha t I am surprised, really, tha t there  is not some move to  urge 
us to give more competition in this field.

On the MATS business, there is another example. We live, as I 
said, by about h alf  of  common carriage and hal f o f MATS, m ilita ry 
business. This company has had the quick-trans Navy cargo service 
for  the last few years. I am told now tha t we have lost it  because we 
were not the low bidder. Right afte r tha t the Board  said tha t—I 
thin k it was Slick Airlines tha t won the bid—said they were too low 
and they said they would have to raise their bid.

We are the low bidder now, since the Board  said they would have 
to raise thei r price. So we have lost tha t contract. Therefore, to be 
around  next year, if we are going to bid on it, we have to have this 
commercial m arket to fall  back on, or  at least to live on. We have 
about 400 people, up to 500, occasionally, working fo r us.

Our main base is Wildwood, N.J.  Th at is a depressed area. We 
are actually the larges t single employer in Cape May County. We 
have this maintenance base with over 150 people working there. It  
is a grea t nationa l asset in case of emergency. If  there were trouble 
tomorrow, we could operate 15, 20, or 30 airplanes out of th ere with ­
out any g reat  stra in.

Tha t, in itself, is a grea t national asset, compared with, well, 
MATS, for instance, is basing their c riter ia to award  contracts today 
on the numbers of airplanes. Well, a broker  can get a dozen num­
bers of airplanes.  So if we do not have some commercial activity  
to fall back on, and we do not have it unless we get protection from 
this  bill, we just will not be here for any need.

I do not thin k we can argue any more. The Board  took 8 years. 
They said we were all these assets, yardst ick, national defense, et 
cetera. We are now at the point where we have to—well, we will
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not be here, and tha t is a fact, for very much longer, unless we have clear-cut authority.
I heard some other witness mention about would we be obligated to fly the trips . 1 would say yes. In our experience for the last 4 years in common carriage, we have flown trip s with as few as six passengers. I was on a trip  recently to Honolulu. We only had six passengers. But we have to fly the trip s because the public will not support us if  we do not.
If  we sta rt canceling trips, your  name is mud with the public from then on. I do not  think there  is any criticism of our obligation to 

stand up to these schedules. If  we have the schedules, we will fly them. As a mat ter of fact, that is our problem. We do not have enough authority  to fly schedules.
I think that, sir, just about winds up my observations on this for what it is worth  to you.
Mr. Williams. Thank you very much, Mr. Cox.
How large an opera tion is yours? How many a ircraf t do you have?
Mr. Cox. We are opera ting 18 four-engine airplanes. Six are the DC-6 pressurized type and 12 are the  DC-4 type. We have roughly between 400 and 500 employees. The route mileage from Miami to Okinawa, is about 11,000 miles. Th at is not counting the  quick-trans  mileage, which is coast to coast and Boston to Alameda, via about 17 intermediate stops.
Mr. W illiams. On your ticketed operations, what is your average load factor?
Mr. Cox. The average load factor? We had a presentation on the Hawaiian case recently and it was around 71 percent. Coast to coast it varies from 50 to 70 percent.
Mr. Williams. In other words, are your planes on the average from 50 to 70 percent fully loaded?
Mr. Cox. On the year-round basis, yes, sir. In the summertime, of course, the loads are up considerably.
Mr. W illiams. Your load factor  is considerably under some of the others, is it not?
Mr. Cox. Our load factor is, yes, sir. The carrie rs that have been flying daily automatica lly get a bette r load factor for this simple reason: A man wants a round-trip ticket and you take him out on Tuesday to New York, but you are not coming back until Saturday. He has to come back Thursday so you lose your round trip . So you lost tha t passenger.
Tha t is one of the problems on not  having a proper  frequency. I think,  speaking of that , tha t this frequency is a very relative thing. In  the old days it was something like sailing ships. A tri p possibly overseas was once a week o r you went every o ther day. Today they want to  know what hour you go on, not what day, and it is very diffi­cult for us to compete when w’e say we go Tuesdays and Fridays, especially on round-trip passengers.
But  I  feel tha t we still, in spite of t hat , have rates just  about h alf  of the lowest scheduled coach rate. We have a $72 tariff,  plus tax, 

from New York to California, and in the  reverse, where the flow is a littl e different, the  traffic is different, we have an $88 fare. So tha t is $160 round t rip , and we still get good loads, comparatively speaking.But  you cannot give a proper service with  10 trip s a month. Ju st the economics on your overhead is out of  line.
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Mr. Williams. One of the carriers testified earlie r tha t his load 

facto r was up in the 90-percent bracket—95 or 98 percent. That is 
what I was basing my comparison on. Your load facto r is consider­
ably lower than  tha t.

Mr. Cox. I t has been lower than thei rs, the re is no question about  it. 
We mainta in it is because of our inadequacy of frequency. That is 
what is doing it. A daily service today from us is sti ll insignificant 
compared to the tremendous flow of traffic and the few people tha t 
actually  fly the scheduled a irlines. I thin k the lates t survey showed 
8 million customers. Th at is not a very grea t amount, considering 
the business, the railroad trains and so forth.  So, as that increases, 
public-need-wise we have to have some sort of a ratio, like the cost of 
living index, where it  goes up as the great  mass of traffic goes up.

We even had a proposal  that we have discussed, sir, t ha t as the r ail ­
roads drop the ir scheduled runs there  is going to be a problem. In 
fact, I read where the President  has  a  study to combine a ll these de­
partm ents  of transp ort  in the country. We feel tha t some combination 
of buses and a service like ours, a low-cost service, without  all the 
fril ls and champagne, will be the answer. In  other  words, practically 
every small hamlet could have air  service by getting on a bus and 
riding 50 miles to a satel lite a irport. We feel th at we can do tha t for 
ha lf the price  of the  scheduled jet coach today. In fact, we are doing 
it, practically. This  would fill a grea t need. Even the working man 
can ’t spend 5 or  6 days on a bus going coast to coast. A DC-6 is stil l 
a 300-mile-an-hour a irplane. You don’t have to have a jet for  tha t 
type of service. It  is a great increase over a 40-mile-an-hour bus 
average.

We have another problem, well, the country has a problem, on this  
congestion a t majo r airports. Why not go into a city like Trenton, 
N.J ., and we can bus the passengers into the metropolitan area on this  
extr a low cost service? I t would serve two services, public need, 
plus it would uncongest, to a degree, some of this  traffic congestion 
we have. Something has to be done, It  is g etting worse and  worse 
every day.

I  don’t like to complain about what has happened to us, and I  don 't 
know if you are  aware of it, but there  have even been hearings  in the 
Celler committee, where there  has been so much pressure and discrimi­
nation and actual illegal actions by some of the large carriers against 
us to drive us out of markets, to prevent us from getting even a sales 
representative  on a milit ary base; things like this have happened. It  
has just been 10 years of harassment. Bu t in spite of that , the public 
has patronized us. I t hink we have demonstrated a public need by the 
mere fact  th at we have gotten so much support from the  public.

I mentioned before La Guardia as an example. It  is almost im­
possible to make any sort of a decent arrangement with the port au­
thori ty. I don’t have basic proof of w’ho motivates them and why 
they don’t do it, but there is no reason why we can’t be side by side 
at the main terminal with all the other carriers . But actually,  we 
have to be on the other side of the field. We are just third-class 
citizens in that respect.

To reiterate, that is one reason why we can’t divert too much. No­
body knows about us. A third  of our passengers come from references 
from th eir f riends who have flown with us. That is a significant thing.
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They have never heard of us, but thei r friends who flew with us told 
them about it and they call us up. We are not standing out where 
they can tr ip  over us, to dive rt them. We can’t take full page ads. It  is impossible. We couldn’t possibly just ify anything like that . So we 
have to get our passengers basically from word of mouth, from the 
fact tha t we have a very low-cost service, and that  is all  we do. We 
just give them air  transpor tation without the frills. It  isn’t jet, of course. It  is like  ra il coach. There is no question tha t our passengers 
come from tha t source, the buses, the railroads, the people who have 
never flown before.

I am sure th at tha t would stand  up under investigation. The CAB 
doesn’t seem to have figures on it. We have our small statistics, just  our carr ier. I think Mr. Patte rson is right , tha t it a round 70 percent 
tha t have never flown before. Talk  to our stewardesses and they don’t 
know how to fasten seat belts. Many are scared, they have never been on a plane. We are sort of a t rain ing school for  the passengers. We 
don’t mind it, we are happy to do it.

Mr. Williams. Mr. Hemphill ?
Mr. H emphill. One of the things t ha t has concerned us about this problem has been the fact tha t there is a market for only so much ai r 

carri er service in a given area. Would you say that is  true?
Mr. Cox. I would say that  is true of the  red carpe t service. There are only so many vice presidents of banks and those who can afford 

it, but I don’t thin k it is tru e of the service th at we render. I don’t 
think we have scratched the market  tha t exists in this  real low­cost transporta tion.

Mr. H emphill. I had in mind a regu lar scheduled carr ier which 
goes into a market which is practically already absorbed. He is in 
competition with those already in there and he is also in competition with you. In meeting competition, he st ill has to have the scheduled 
flights he is supposed to, flights which he has listed. He still has 
the maintenance costs on the good days and the maintenance costs on 
the bad days. He has to have his equipment on th e good days and 
his equipment on the bad days. By bad days, I mean when you don’t have enough passengers to pay for the service you are rendering, actually, to cover the  costs.

W hat are your people’s attit ude  about coordinating your sched­ules in such a way th at when the market overflows you people would 
be of service on some basis? Has there  ever been any effort at coordination at all?

Mr. Cox. Between the scheduled airlines  and ourselves, sir?
Mr. Hemphill. Yes.
Mr. Cox. We have attempted it on many occasions, but I will tell 

you, frankly, we have been rebuffed most of the time. In  our own 
experience, way back in 1947 we were carry ing passengers from 
Paris to New York , and we took about 60 percent of the passengers from TWA  overflow. They were happy  to coordinate with us at 
tha t time. We have had the occasional, but it is the exception rather 
than the rule. We would be happy to do it, but they are not about to coordinate or cooperate very much because they regard us as a threat  and a competition.

Well, when this  strike took place recently we volunteered and sent telegrams to the major  carrie rs and asked them if we could be
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of assistance to them in takin g their  passengers  that they were really 
jammed up with, and we suggested tha t even the ir ticketing facili ties 
be used. We were turned down on that request. That was 3 or 4 
months ago.

Mr. Hemphill. I am thinking  about the public which has been 
taught to believe that the United States, because it participates in 
air traffic in many different ways, safety, airpo rts, everything else, 
thinks the United States  is going to monitor  the airlines through the 
regula tory agencies provided. People go to the airp ort to get  a flight 
and cannot get a flight.

Mr. Cox. That is right .
Mr. H emphill. That is the public interest. The regular carrier 

doesn’t put  on any extra planes tha t I have been able to see when I 
have been left . I have had experiences as everybody else. You peo­
ple are not available, or at least if you are available nobody knows 
about it. So the public would suffer rig ht there.

Mr. Cox That is right.
Mr. H emphill. Our interes t is to protect  the public and it seems 

tha t you people experienced in the business would be able to adjust  to 
tha t protection. But here we are in the si tuation tha t you people are  
at odds with the regu lar carrie rs and they are at odds with  you, and 
probably jealous of competition, that is one thing. But I  am thinking  
of serving the public. You are talking about overflow. What hap ­
pened to those people that didn ’t get to fly ?

Mr. Cox. That is a good question. 1 have seen it happen here in 
Washington, where the re were s tranded passengers and we have had 
two DC-4’s sitt ing  in Wildwood, 100 miles away. We have at tempted 
over the  years to get them to say “Well, we will take them,” b ut they 
will not do i t. American  or United  do not want  to admit that  they 
would have to call in one of us little guys to help out, whether it is 
thei r fau lt or not. They are not  going to do it.

Mr. Hemphill . If  it is a profitable operation, it looks like you 
could a rrange  some way, I think legally, to split  the profits and they 
furn ish the business and you furn ish the service. It  would be to the 
public advantage.

Mr. Cox. It  would be in the public interest , absolutely.
Mr. Hemphill. Of course, I realize tha t is a naive approach, but 

we have to think about the  man who wants the service.
Mr. Cox. Th at is true . I wonder what happens  to those people. I 

guess they go by bus or train or something.
Mr. Hemphill. I can tell you what happened to the railroads. 

Thei r service is so lousy, and their  roadbeds are so rough, so many of 
thei r people almost insult  you, tha t you don’t want to ride the rai l­
roads. I like to ride  a tr ain  occasionally, if I  have the  time. But  they 
don’t want to give you service, apparently.

Mr. Cox. And tha t vacuum that  I mentioned, I don' t know what 
they are going to do to fill it. Thin k of the millions of people tha t 
travel by rail and bus. In  the next 10 years, what will happen as 
the economy and the society demands higher speed all the time ? The 
scheduled airlines are not in tha t market, and I don’t thin k they have 
any intention to get into it. They were forced into air coach by our 
competition, very reluctantly. There is a very grea t vacuum there. 
I think some study will probably show how critica l it  is one of these 
days.
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Mr. Hemphill . The railroads can give you the service. They have 
the brains  and know-how. They can give it to you if they make up 
their minds to. Here we are get ting rid of our passenger service, ap ­
paren tly, with the railroads, and if some m ajor catastrophe came to 
this country where we had to use the airlines  or other things, what 
are we going to do? It  is a serious defense problem as well as a prob­
lem of public service.

Mr. Cox. It  is.
Mr. H emphill. If  Congress is going into  the business of regula ting 

transpor tation, which apparently it has decided to do over the years, 
I think our problem is a littl e bit bigger than  the picture presented 
here. I think our problem is making  sure tha t the people get the 
service, bus, ra il, or a ir as they  prefer, and not be forced into service 
tha t they don’t prefe r because of a lack of the service tha t they do 
prefer.

Mr. Cox. That is true.
Mr. Hemphill. I thin k we are a grea t Nation and we have the 

right of preference.
Mr. Cox. Competition tends to alleviate  some of those things. I 

have listened to quite a few presentations and I  have yet to hear the 
scheduled ai rlines voice much concern over the public interest. It  is 
usually they are afra id we are going to siphon off thei r cream. As I  
said before, we are on the bottom, we can’t get any cream. In fact, 
I doubt tha t there is cream in the entire indust ry, for tha t matter. 
It  is a tough business. But  competition is certainly needed, and I 
think  we render t ha t competition, even if  i t is only on a token basis, 
as a yardstick.

Mr. Hemphill. Than k you very much.
Mr. Williams. Mr. Macdonald?
Mr. Macdonald. I just have one question. I was interested  in page 

4 of your statement where you poin t out tha t you have been doing 
quite a good deal of work in the charter  field. I was wondering 
whether you have been able to increase your char ter work recently, 
or has it decreased, or stayed about the same. That is question one.

Question two is the definition of what constitutes a charter  has 
has intrigued me for some time. I actual ly have not  been able to get 
a final definition. I was wondering if you could supply tha t for me.

Mr. Cox. I will attem pt to, sir. You asked if our own charter s 
have grown. I would say “No.” As a  m atter of fact, char ters are a 
snare and a delusion th at they talk  about, in my opinion.

Mr. Macdonald. When you say “they,” who do you mean ?
Mr. Cox. The industry. There  have been a lot of the carriers, a 

lot of the scheduled carriers, that have expounded th is charter  thing. 
But it is tough enough to get a family together to go to a place wi th­
out getting 100 people and you can’t build a business on charters. 
You will usually end up having to charge double because you come 
back empty and you wait 2 or 3 weeks and go back and pick them up. 
Le t’s say you go to Honolulu. You can’t afford to keep a plane there 
for 3 or 2 weeks while the people take their vacation, and you can’t 
likewise, afford to fly it  back empty and then go back empty again, 
unless you have another char ter to go. You can’t schedule charters. 
There are ju st not that many and they don’t dovetail tha t many. Tha t 
is why the individually ticketed schedules service is of such im­
portance. Charters are an added attrac tion. They are necessary,
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really, for the public to have if they want it, but it is an additive 
thing. Our experience has been that it is ju st that.

They talk about char ters and I thin k they confuse the committee 
possibly. Mili tary charters are not what we are speaking of here. 
This  is commercial charters. Mili tary  groups  are contracts  with the 
Government, and they often group those statistics and it misleads 
you. You thin k that there is a lot of business here on charters, but 
tha t is military group movements.

What was your oth er question ?
Mr. Macdonald. The question was, How do you define or how does 

the regulatory agency define a char ter? I have never been able to 
determine what a charter  is.

Mr. Cox. My inform ation is tha t this definition of a char ter is 
basically a restric tive thing.  It  is defined and narrowed and com­
pounded to res trict  ra the r than help. I feel, personally, that a char ter 
group  should be a group of people on a tour  that wants to go from 
here to there. I am told tha t in Europe  tha t is about the inte rpre ta­
tion given. You don’t have to lie all blood relatives or in a club so many 
years. But  if you have a congenial group, they may have only met 
yesterday, but they are all going from here to there and they can 
charter  a plane or a bus and go.

Mr. Macdonald. You said th at you fe lt that charter  was a snare and 
a delusion.

Mr. Cox. To our economic success.
Mr. Macdonald. Wouldn’t it be helpfu l to you, and I  don’t know, I  

am just asking—it would seem to me, but I am asking you the ques­
tion—wouldn’t it be helpful to you if  the definition of the cha rter  was 
on which the people d idn’t all have to be blood relatives, wouldn’t a 
looser definition of a char ter be help ful to your business ?

Mr. Cox. Yes, sir, that would help. But  I don’t think you can build 
a business on that . We existed-----

Mr. Macdonald. You are not ju st speaking for you ?
Mr. Cox. I am speaking for our carr ier and I think it applied to 

the other  carriers in our supplemental group. We exist on a diet of 
several things—milita ry business, common-carriage business, the 
charters, which are the smallest p ar t and some of this cargo contract 
operations, such as quicktrans and logair. That is basically what 
we exist on. They change. One day you might have military business 
and the next day you may have nothing.

Mr. Macdonald. I am not talk ing about military. I am talking 
about a concrete example which I will not bore you with, but if a 
group in Boston decided to char ter a plane and wanted to go to 
London. Let’s say they had a membership club, had been in exist­
ence for a long time, it  was not a travel  agent gimmick but actually a 
club. Yet they were refused the right to take this charter  on the 
grounds tha t—I don’t know what grounds, really. I have a correspon­
dence file this thick [indicat ing] , but I still don't  know why they were 
refused. I t would seem to me, knowing nothing very much about your  
business, tha t this would be the field where there wouldn’t be the 
competition and the throatcutting tha t I  suppose there is between the 
big companies and yourselves, where you would be able to expand the 
char ter service.

72 536— 61) 13
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Mr. Cox. As a matter of fact, it is quite competitive. The foreign 
scheduled airlines have increased the ir business in charte rs over 400 
percent  just  in the la st year. It  is a good field fo r some of the sched­
uled carrie rs tha t are  flying th at route. They can screen their  groups 
and block seats on airlines and maneuver it. It  is a field for them.

Mr. Macdonald. We just  passed a bill from this committee and a 
conference report just came out the day before yesterday, I believe, 
or yesterday , for which the Congress appropriated some $5 million a 
year for this  tour ist business. I sponsored one of the bills, so obvi­
ously I am for it. But it strikes me th at unless we get you all into 
this  business, unless you expand in th at direction, the foreign carrie rs 
are going to get a ll of th is charter business, hauling these people over 
and back.

Mr. Cox. Tha t is very true.
Mr. Macdonald. I am not trying to tell you your business, but  it 

would seem to me, and tha t is why 1 asked the question, that  i t would 
be a good th ing for you if we could work these two bills in such a way 
as to have some relativity to  help you.

Mr. Cox. That is true.
Mr. Macdonald. If  you could give some suggestions, I know that  

I, as one members of this committee, would be very open to them, be­
cause I  think it is a field in which we could do the public a service,, 
the Government a service, and perhaps yourself a service.

Mr. Cox. I t would great ly help our business in the summertime, 
in the European market, for instance, if there was a more liberal 
definition of this or some livable definition for what a char ter is. 
But as I understand  it, the charter  definition was adopted by the 
Internat iona l Air  Transport Association, composed of all the sched­
uled foreign and American carrie rs internationally , and the Board 
just more or less adopted tha t.

If  you would define it more liberally, would the IAT A people have 
their own definition and we have another?

Mr. Macdonald. The IAT A has nothing to do with the U.S. Gov­
ernment, as you know. In  many ways, it  is an international cartel, 
isn’t it ?

Mr. Cox. That is right.
Mr. Macdonald. Therefore, talk ing to me as a Congressman about 

what IAT A is going to do to overrule the  Congress is kind of waving 
a red flag at me.

Mr. Cox. Me, too.
Mr. Macdonald. So I wouldn 't be bothered by what IAT A did, 

necessarily. But I am asking you, would it be h elpfu l to your in­
dustry to have a definition of charter  lodged in such a way tha t you 
could benefit under it?

Mr. Cox. Yes, sir.
Air. Macdonald. You said originally tha t it wouldn’t, t hat  it was 

a snare and a delusion.
Mr. Cox. It is, to this extent, th at  it is a 3-month business. If  you 

give us the most liberal char ter interpreta tion, our charte r, as fa r as 
I can see, m ight as well fold  up because you can’t leave object charters 
alone.

I was talk ing about the ticketed authority which we still have. The 
reason I say it is a snare and a delusion is perhaps part of th at is be­
cause of, shall  we say, this  crazy definition of it. But we have found
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th a t so many tim es we ge t to  Eu ro pe  an d you  can’t g et  a grou p back, 
so you en d up ru nn in g tw o em pty  legs an d you lose money .

We  hav e los t mon ey on them.  To  ge t th e ch ar te r star ted,  you  say  
to  one gr ou p “A ll righ t, we will take  you  over there  and br in g you  
back 2 mo nth s la te r.” Well , then  y ou hop e you  can fill in the em pty  
legs. You h ave com mi tted by th en  fo r se veral of them.

Th en  if  you  ca nn ot  fill in the em pty  legs  fo r vario us  reasons, it  is 
a ve ry serious  gamble . T hat  is w hy I  say  i t is tha t.

Mr . W illiam s. Mr . Dev ine.
Mr. Devi ne. On  th ese  so-called ch ar te r fligh ts where you  m ay hav e 

th e possibil ity  of  com ing  back deadhead ing , do you  con sider th at in 
se tti ng  up yo ur  c ha rter  ra tes , to tr y  an d balanc e ou t some of  the  loss  ?

Mr . Cox. Do y ou mean h av ing the  low er r at e ?
Mr . Devine. Sa y you ge t a ch ar te r fli gh t fro m New Yo rk  to  L on ­

don an d they  won’t come back fo r 2 mo nth s. Yo u know you  can’t 
leave you r eq uip me nt t he re  fo r 2 mo nths.

Mr. Cox. That  is righ t.
Mr . D evi ne. So you  may h ave to  come ba ck deadhead  ?
Mr. Cox. T hat  is righ t.
Mr. Devine . In  mak ing yo ur  ra tes fro m New Yor k to London, do 

you ta ke  th at into c onsid era tio n ?
Mr . Cox. We do ; yes. B ut usua lly  we price  ourselves out of  busi­

ness an d they  say , “W e can  ge t it  cheaper fro m someone else.” We  
have  had t ha t exper ience fo r th e la st  2 years .

Mr . D evi ne. By  th e tr unk ca rr ie rs  ?
Mr . Cox. E it her by some of  the fo re ign tr unk ca rri er s or  possibly 

one  of o ur  ca rgo f re ig ht car rie rs  in  th is  coun try .
Mr. Devine . T hat in terested  me when my colleagu e, Mr . Mac­

dona ld,  me nti oned  the fact , an d we go t in to th is  question. Is  it 
Sa bina  ?

Mr . Cox. Yes , s ir ; th a t i s Be lgiu m.
Mr . Devine. I  was  ta lk in g las t week with  a fligh t ca ptain on one 

of  th e certi ficate d air lin es , an d he sa id th at the fo re ign air lin es  are  
bi dd in g us  ou t of  bus iness th ro ug h t he  local tra ve l agen ts.

I  im agine  th a t affects you  ju st  as mu ch as it  does the cer tifi cat ed 
ca rr ie rs  ?

Mr . C ox. I t  does, yes.
Mr . Devine . Th ey  ta lk  abou t payola,  M r. Ch air man , there ma y be 

a s tro ng  hi nt o f p ayola  in  th is  tra ve l ag en t field.
Mr. Cox. Th e ru mor  has it  th at th at  is so.
Mr . H em ph il l. A s a m at te r of  fac t, I  th in k we disc overed in th is  

com mittee  on ano th er  occasion  that in th e b alance  o f f ees-g ett ing b us i­
ness, the fo re ign tran sp or ta tion  people,  the fo re ign hotel peo ple  and  
oth ers , are allowed to  giv e a tra ve l ag en t who  se cures bus iness a cer­
ta in  fee  or p iece age  of  wh atev er i t costs.

We  in  th is  co un try  do no t pra cti ce  th at . T hat  is a field in whi ch 
we m ay have  to  make some a dju stm en t, especia lly  s ince we hop e to  p ro ­
mo te t rave l to  th e U ni ted Sta tes .

Las t y ea r, I  ask ed diffe ren t people on air lin es  w ha t they  w ere  p aid.  
O f course, perso nnel overseas , on fo re ign air lin es  are  pa id  less. One 
tim e I  ha d a to ur is t fli gh t an d a l ady came b ack  an d said, “D on ’t you  
wan t to  sit  up  there in the firs t-cla ss secti on ?”

No one  eve r di d t hat on  an Ame rican a ir lin e f or  me. I  wa nted  to see 
wha t ha pp en ed  to  43,000 A me ricans who h ad  pa ssed th ro ug h th at  c ity
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the year before. It  seemed to me to be a fer tile field if you could solve 
these problems and get the business for America.

Mr. Cox. That is true.
Mr. Devine. Have you made an effort along tha t line?
Mr. Cox. Well, we have made an effort. We made a very strong 

effort to get American dependents in Europe and char ter the plane to 
them or American  soldiers on leave, charter our plane to them and 
bring  them back. They are not charterable.

Mr. Devine. Why ?
Mr. Cox. That is some of  the Civil Aeronaut ics Board  i nte rpre ta­

tion of it. We cannot do it.
Mr. Williams. They don’t compose what  they call a homogeneous 

group?
Mr. Cox. I guess so; yes, sir.
Mr. Macdonald. They are all in the  same Army, aren’t they ?
Mr. Cox. Yes, sir.
Mr. H emphill. Has tha t lack of being able to  charte r resu lted in a 

failu re to give the service to  the people, or to the  armed services over­
seas?

Mr. Cox. I would say it has. I t has probably prevented a lot of 
those boys from coming home. They couldn’t afford to come any 
other way and they have taken the ir leave there.

It  has probably prevented many of the ir families from visiting  
them. It  has  affected it. I would say tha t th e publ ic is the most in­
jured  in this  whole picture, if you come rig ht down to it. They don’t 
get what  they are entitled to, when you in terpret these rules and regu­
lations. There  is no question about that.

Mr. Williams. If  tha t is all, thank you very much.
Mr. Cox. Than k you.
Mr. Williams. The next witness on our list is Mr. Joh n Becker.
I  am informed tha t Mr. Becker’s statement will be filed for the 

record.
(Statement referred to follows:)

Sta tem en t  by  J o hn  P. B ec ker , P res id en t  of  Mode rn A ir  T ra ns po rt, I nc .

My name is John  P. Becker. I reside in Murray  Hill, N.J. I am the presi­
de nt  of Modern Air Tra nsp ort , Inc., a suppleme ntal ai r ca rri er  which holds a 
cer tific ate issued  by the  Civil Aeronautic s B oard.  I have been flying for 26 years 
and,  since 1953, I  have been the active president  of Modern Air Tra nsp ort . I own 
all of the  stock of the  company. In the  course of operating Modern I feel that  
I have  made a real cont ribu tion  to my coun try. Modern has  logged more tha n 
50,000 hou rs of flight time car rying common-carriage  passengers, ch ar ter par ties , 
and mi lita ry personnel. We have never had  an acciden t involving injury  or 
fa ta lit y to a  passenger or  crew member. We have never had  a vio lation charged 
again st us for  fail ing to observe any saf ety  regulat ion whatsoever.

I have built up thi s business by personal , 7-days-a-week att ent ion . I tak e a 
lo t of prid e in the  f act th at  my airplanes  are  clean, comfortable, and in perfect 
ope rating condition. I have never had a black  mark wi th respec t to service, 
rel iab ility , or performance.

Mr. Cha irman, I am in the  period of transi tion. At the pre sen t time I have 
fou r C—46 air craf t. These  cann ot be used for the milita ry th is year, as they 
were las t year,  because there is a claim that  they are outdated airp lane s. Ac­
tually,  the  whole airplane inside and out is as good a s any  twin-engine airplane 
flown by any commercial a irlin e, oth er than  jet -type a irc raft.  The on ly objection 
is th at  the  C—46 airp lanes are not pres suri zed  and, unf ortuna tely , they cannot 
be economically pressurized.
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We have jus t completed a ch arte r tr ip for the Montana Chamber of Commerce 

for an air  tour through Canada and Alaska. Those people were very happy 
both with the airplane and service. Yet, military business is traveling at indi­
vidual rates of 6 cents o r 7 cents per mile, whereas las t year we were providing 
tha t transpor tatio n at  a group rat e of less than  3 cents per passenger mile.

Since we have been unable to change the milit ary atti tude toward the C—46 
airplane, it is necessary for me to acquire different type aircra ft if I am to 
continue in this  business.

At the moment I am very reluc tantly engaged in negotiations for Constellation 
airc raft . I say I am reluctant because I have no assurance tha t I will have 
the necessary room to opera te the  airplane.

What I need is nothing more than wha t any other businessman needs; tha t 
is, some assurance from the Government that my license will be continued and 
my market  will be clearly defined.

The Board’s bill that you have under consideration would not do either. As 
a minimum we need a permanent certificate and the Board should be directed 
to issue permanent certificates. It is very difficult to explain to a bank why 
my certificate is still in effect. It  remains  in effect only so long a s the court of 
appeals continues to stay its order reversing the Board. The court has not said 
it will allow the certificates to remain in effect permanently. In fact, the court 
has told the Board tha t the Board has no au thor ity to issue my certificate. As 
originally issued, the certificate was for a 2-year period, and the 2 years  have 
gone by. I filed an application for renewal and I am told t ha t this automat ically 
keeps my certificate in effect, but banks and lenders of money do not accept 
this explanat ion without considerable investigation  and they t ake it into account 
in discussion of the terms of loans and inte rest  rates.

We have told this to the Civil Aeronautics Board, but it has not yet issued 
a certificate of indefinite duration to any supplemental carrier, nor has it said 
it will do so if this bill is passed. Therefore, I plead with you that you in­
corporate a provision to the effect tha t the certificates to be issued shall be of 
unlimited duration. Issuing supplemental carr iers  certificates of unlimited 
duration will not relieve them in any way from the obligations which they owe 
the public, nor would such act ion in any wise reduce the degree of control which 
the Board has over the carrier s. We shall continue to file reports, tariffs, and 
abide by all the regulations of the Board as we have ever since I have been 
president  of this company.

The second reason for my re luctance in negotiating for large air cra ft is t ha t 
I realize those air cra ft have to be filled with fare-paying passengers. I have 
grave doubts tha t I can obtain proper utiliza tion with only 10 trips per month.

If the number of trips were increased to a maximum of 192 during the year, 
I would have no doubt that I could make money with the larger airplanes.  
With tha t number of trips available  I believe tha t Modern and the other  supple­
mental carrier s will be able to continue to make innovations for the public 
benefit. As you know, the Board has held tha t the supplemental carriers are  
responsible for the development of the aircoacli business and we should have 
room to operate  in order to make fur the r contributions in the public interes t. 
Every contribution which has come from the supplemental carr iers  has come 
withou t the benefit of any Government subsidy.

Modern, and other carr iers  similar ly situated , are  facing the problem now 
of whether they should acquire larger airc raft.  Committees of the Congress, 
as well as the Board, have said tha t our fleet of aircra ft is a materia l contribu­
tion to national defense. If we ar e to maintain  our fleet, we must have perma­
nent cer tificates and the rig ht to operate at  least every other day.

This country was built on and still favors the principle of free  enterprise . 
The policy of our Government is to encourage small business generally, and 
aviation should be no exception. Just because we are small, and jus t because 
we are known as supplemental carrie rs, there  is no reason why we should not 
have the basic rights  of any other business, tha t is, permanent  authority  to do 
business and a market large enough to enable us to acquire newer type aircra ft 
and use them to public advantage. Continued growth of the supplemental 
business requires permanent certificates and a minimum of 192 trips  per year.

Mr. W illiams. I have an indication th at Mr. Rober t Goodman will  
file a statement also.



194 LIMITED  AIR CARRIER CERTIFICATES

(The statement follows:)
Statement of Robert C. Goodman, President of Saturn Airways, Inc.

My name is Rober t C. Goodman. I am president  of Saturn  Airways, Inc., 
Post Office Box 48-182, Airport Branch, Miami, Fla.

Saturn is a supplemental air  car rier  which has been operating under various 
orders of the Civil Aeronautics Board since January 1948. Saturn holds a 
temporary certificate of public convenience and necessity from the Board. As 
this committee is well aware,  the Board’s authority to issue these certificates has 
been the subject of extensive litigation. This certificate, however, gran ts rights  
only for domestic operat ions ; any operations  th at we conduct in foreign commerce 
must be by Board exemption from the Federal Aviation Act of 1958. My hope 
is tha t this Congress will enact legislation which will bring an end to the un­
certa inty under which we operate and enable us to operate under permanent 
certification.

With the authority  which we have had up to the present, Saturn has engaged 
in three principal types of operations: firstly , in the movement of recru its for 
the Department of Defense; secondly, in domestic char ter flights for private  
groups; and, thirdly, in an operation into which we have jus t entered this year, 
the transatlantic cha rter  market. We have offices located in Miami, Fla .; 
New York, N. Y.; and London, England, with a tota l of 48 employees, 33 of 
whom are operating personnel. In short, we are  a small airline operating in 
an extremely limited a rea  of the overall air  transpor tation market.

My principal problem, simply put, is to stay in business in the face of the 
doubtful state of the operating authority  under which Saturn must operate in 
the present state  of the law. I need to modernize my fleet of airc raft , and to 
do this I need capital. If  I am to att ract capital,  whether by way of invest­
ment or loan, I must be able to give some assurance tha t I will be in business 
long enough to show a fai r retu rn on investment  or to repay whatever loans 
may be made to Saturn.

In the course of the years in which it  has operated as a supplemental carrie r, 
Saturn has progressively increased the number of aircra ft in its serv ice; has 
enjoyed a steady increase in the value of its assets;  has had a perfect  safety 
record; has never been the subject of enforcement proceedings by the Board. 
As matte rs now stand, however, I find it impossible to att ract capital  into my 
company. Obviously, no businessman will be interested either in becoming a 
par t of or of extending credit to an airline which may shortly lose its operating  
authority. Thus, for reasons having no relat ion either  to the soundness of 
the operation of my airline  or its business prospects, Saturn  finds i tself in an 
extremely perilous position.

Until 1960 Saturn operated twin-engine, nonpressurized, transport category 
C-46 airc raf t with passenger configuration. These aircra ft are now obsolete. 
Within the last few years the public, as well a s the military, have come to de­
mand four-engine pressurized equipment. Par tial ly to satisfy this demand, 
Saturn  purchased two DC-6B aircraf t. Now, there is an increasing demand by 
the public and the military for jet  airc raft . The purchase of these airc raft , 
which in time will be essential  to my survival, will require long-term financing, an 
impossibility for a car rier  whose existence could end in March of 1962. Yet 
without such a modernization program, and the necessary financing, Saturn 
cannot hope to be an effective and integral par t of this Nation’s air  tran sporta­
tion system.

It is my hope tha t this Congress will enact legislation which will provide 
Satu rn with the permanent authority it needs to stay in business. I am not ask­
ing for subsidy. I am not asking for anything which the Board has not found to 
be in the public interest.  I am simply asking for legislation which will give 
Saturn the opportunity  to satisfy a demand which is recognized by the Board, 
the military , and the public.

Mr. Williams. I have an indication that. Mr. Mr. Douglas Bell is 
also willing to file his statement. lie will be permitted to do so.

(Statement  of Mr. Bell follows :)
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Statement of Douglas T. Bell, President, Associated Air Transport, Inc.

My name is Douglas Talbot  Bell, I am president  and general man ager of 
Associated Air Transpor t (Associated), and  on behalf of Associated, I wish  to 
express my app rec iati on for thi s opp ortu nity  to express my company’s views 
on a  m att er  of very  deep im por tanc e to  th e f utur e o f t he  supplemental a ir  car rie r 
industry. I have been engaged in aviat ion  ever  since 1939, when I became an 
apprent ice at  the  Utica (N.Y.) Municipal  Airport . Then, in 1942, I estab lished 
an  a ircr af t repa ir shop at Detroi t, Mich., lo cate d a t the  c ity’s m unicipal airpor t. 
This  establ ishment perform ed mainte nance on all  types of air craf t, a consider­
able port ion pu rsu an t to mi litary  con trac t. I entered the  U.S. Naval Reserve 
in 1944 and dur ing  my service was att ach ed to var ious Navy Air Tra nsp ort  
Service  (NATS) squadrons. Upon my discharg e in 1946, I  reac tivated my r epair  
shop, which I ope rate d un til  1948. Therefore, I ente red the  field of irre gular, 
now supplemen tal, ai r tra nspo rta tio n as a pilo t with Nationwide Air Transport,  
based  at  Miami, Fla. , eventually  becoming chief pilot. Upon the  merger of 
Nationwide, in 1951 w ith  Resor t Airlines, I became chief  p ilot and  lat er  dire ctor 
of operations  of th at  company. I lef t Resor t in December of 1954 in order to 
begin stud ies for  a degree  in aer onautical engineer ing at the  Univers ity of 
Washington. I int errupted  my studies in the  spr ing  of 1955, and  serve d for  a 
brief period as pilo t for  All American  Airways, Inc. La ter  in the year I esta b­
lished Bell Aviat ion, Inc., an  ai rc ra ft  delivery  service which  delivered multi- 
engine mi lita ry surplus ai rc ra ft  throug hou t the  world. There after,  in 1956, 
I acquired a control ling  in ter es t in Associated Air  Tra nsport,  becoming its 
president  an d general  m anager.

I am the  hold er of an FAA air lin e tra ns po rt pilo t’s ce rtificate ra ted  on DC-3, 
DC—4, C-46, and Lockheed  Lod esta r ai rc ra ft ; an FAA flight ins tru cto r’s rat ing  
on both airplanes  and ro to rc ra ft ; and  an FAA air fra me and  pow erplant  certif i­
cate. I am also an FAA-cer tified ground school ins tru cto r with rat ing s in 
navigatio n, ai rcraft,  ai rc ra ft  engine, civil ai r regu lations, meteorology, and  r adio  
na viga tio n; an  FAA-certi ficated ai rc ra ft  di sp atch er ; and an FAA-cer tificated  
flight engineer. I have  over 11,000 hou rs in flight exper ience  which  has  been 
accu mulated  th rougho ut the  world.

Associa ted Air Tran spor t is one of 25 supp lementa l ai r ca rriers  whose cer­
tificates  were  declared  invalid  by the  U.S. Court of Appeals for  the Di str ict  of 
Columbia, and  whose cont inued operations  are permit ted  only by vir tue  of 
tem porary  legislat ion enac ted in the  prev ious  Congress. Our base  of operations 
is located at  the  Miami (F la .) In ternat iona l Airport, where we employ 30 
people, a figure which  has ranged  as  high  as 45 dur ing  peak traffic seasons. 
Our presen t fleet cons ists of DC-4 and  C—46 a irc raft,  which we hope to augm ent 
very  sh ort ly w ith  Sup er Constellation  equipment .

We believe, Mr. Cha irman, th at  our  company  typifies the  type  of flexible and  
divers ified ope ration which the  Boa rd envis ioned in certi ficat ing us for  con­
tinu ed supp lementa l ai r service. Thus, since  our ful l reactiv atio n of operation s 
in Jun e of 1957, we ha ve been an active and  reg ula r pa rticip an t in domest ic com­
mercial  troop movements for  the  Mi lita ry Esta blishment.  During  the  same 
perio d we ha ve perform ed a cons iderable  number of cargo chart er flights to va ri­
ous poin ts in the  Caribbea n and  Central and  South America and occasional 
passenger ch ar ter s to Mexico and  pu rsua nt  to exemption autho rity from the  
CAB. We ha ve also tra nsp ort ed  a  considerable number of college ath let ic groups 
within  the  United States.

One of the  ou tsta nding  examples of Associated’s flexibi lity may be found in 
our performance during winte r mon ths in recent yea rs of vegetable chart er 
flights between Flo rida and  Andros and  Abaco islan ds in the  Bah ama s. It  is 
th is type  of operation which  illus tra tes the  need for  the  continued existence 
of the  supplementa l carriers . Thus the  energie s and resou rces  of the  ce rtificated  
rou te ca rri ers must, of necess ity, be util ized in the  development of thei r routes. 
This  being the  case, it  is manife stly  unlikely  th at  they could make avai lable 
sufficient ai rc ra ft  for  proper  perform ance of such specia lized services.

Nor have  our  act ivi ties been by any mean s exclus ively confined to the  char ter  
field. We have util ized our  au tho rity for limi ted ind ividual passenger  service 
in order to all evi ate  the needs occurring  dur ing  peak  seasons of the  ye ar  (i.e.,
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the Christmas season in the New York-Miami and Chicago-Miami service). In 
fur the r implementation of its 10-trip autho rity, Associated frequently has 
set up special scheduled flights in order to accommodate furloughed milita ry 
personnel and other simila r groups. These flights have all been performed 
at a fare  stru ctur e substantially below those offered by the trun k air  carr iers  
who have so vigorously fought our individual flight autho rity. In fact, the 
backbone of our present  operations consists of the trans portation  on an individ­
ually ticketed basis of Air Force recru its between various midwestern cities 
and San Antonio, Tex. Hence, our company’s very existence is dependent upon 
continued and stable autho rity covering all facets of supplemental service.

Our plans f or the future contemplate the acquisition of pressurized equipment 
such as DC-6 and Super Constellation aircra ft and the expansion of our opera­
tions to include the i>erforinance of tran satl ant ic passenger charter s, oversea 
augmentation flights for the Military Air Transp ort Service, and domestic Logair 
cargo movements for the Air Force.

I am here today, Mr. Chairman, to urge the enactment  of II.R. 7318 which 
would authorize the issuance of certificates of public convenience and necessity 
for supplemental service, without regard  to termin al and interm ediate  points. 
It  is only through legislation tha t the impediment to the healthy growth of 
the supplemental air  carr ier industr y can be removed. Thus the protection 
and dignity afforded by a certificate is absolutely indispensable if the indus try 
is to achieve any degree of success in obtaining the financing necessary for 
the acquisition of modern airc raf t and  the contemplated expansion of operations. 
For many years the uncerta inty of our status and futu re has hampered us in 
obtaining working capital. This same fa ctor has strongly militated against our 
acceptance by a substa ntial portion of the traveling public, including char ter 
groups and individual passengers. By the same token, the Military Establish­
ment has in recent months conditioned the continued particip ation in its air lift  
requirements, both domestic and foreign, upon the acquisition of modern equip­
ment, which acquisition is extremely difficult for carri ers lacking a stable 
operating  autho rity. Certification will also facil itate  the obtaining of the 
necessary permits  from those foreign countries into which ou r diversified opera­
tions have carried us. It  is the position of Associated Air Tran sport  tha t its 
very survival is dependent upon its ability to partic ipate in both charter  and 
individually ticketed air  transportat ion. The point to be made is clear. If our 
supplemental fleet is to effectively perform in the interes ts of national defense 
and serve as a ready reserve capable of immediate mobilization, we must be 
able to achieve ful l economic utilizat ion of our airc raft . This cannot be assured 
absent the auth ority to perform individually ticketed flights. There have been 
countless occasions when we have performed militar y and commercial char ter 
movements with no assurance tha t a retu rn payload could be obtained. It  is 
in th is ' connection tha t the authority  for individual sale service is so vital 
to our continued existence. This auth ority  allows us to set up special flights 
on which we can sell tickets to furloughed milita ry personnel and members of 
the traveling  public whom we could not properly accommodate under the char ter 
portion of our autho rity, thus assuri ng us of the necessary payload on the 
return portion of the  journey.

In summary, Mr. Chairman, Associated Air Transp ort, Inc., strongly urges 
the enactment of legislation at  this session of Congress which will allow for 
all facets of true  supplemental service, both char ter and individual sale. In 
view of the importance of this matte r, both to Associated and to our industry, 
I greatly appreciate this  opportunity  to set forth the views of our company.

Mr. W illiams. The last witness on the list is Mr. Blatz.
STATEMENT OF F. ALFRED BLATZ, PRESIDE NT OF BLATZ 

AIR LIN ES,  INC.

Air. Blatz. Mr. Chairman and members of the committee, I would 
like to than k you for the opportunity of appearing  here. I have a 
statement which I  would like to file on beha lf of my company.

I am the president of Blatz  Airlines, Inc., of Los Angeles, Calif.
Air. Williams. You may file your statement.
(Stat ement of Mr. Blatz follows:)
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Statement by F. Alfred Blatz, President of Blatz Airlines, I nc.

My name is F. Alfred Blatz. I reside in Los Angeles, Calif., and am president 
of Blatz Airlines, Inc. I entered the aircra ft field in 1942 when I was asked by 
Firestone Rubber and other  aircra ft companies to develop par ts of the bullet­
proof tank  to make it effective. At tha t time I developed approximately  20 
patents by which the tank was made effective and usable for combat purposes. 
I operated two p lants  for the durat ion of the war. Because of my interest de­
veloped during those years in the aircra ft field, I  decided to buy surplus aircra ft 
from the  Government and build them into airliners.

In 1947, I organized Blatz Airlines, Inc., and since that time have operated 
the company in supplemental air  service.

Operations were commenced in 1947 with offices at  the Long Beach Airport. 
The early operations  consisted of char ter flights in the local area  and flights 
to La Paz, Baja California.  Fligh ts were also operated to the San Francisco- 
Oakland area, and to Las Vegas, Nev. Airc raft  were chartered by Las Vegas 
hotels for a few flights. Orchestras, football teams, and other sports organiza­
tions were transported.

Late r the company operated transcontinenta l flights from Long Beach and 
Los Angeles airports  to New York and other easte rn points via Kansas  City, 
Chicago, New Orleans, and other points. Flights from Burbank to Oakland and 
from Burbank to San Diego were operated on a daily basis, and the company 
leased a second DC-3 airplane to accommodate the add itional  traffic it  developed. 
Round-trip flights transport ing construction workers employed in the Pacific 
Ocean islands were operated between San Francisco and Chicago, and flights 
were made from San Diego to easte rn and southern points in the United States, 
and return, transport ing servicemen on a charter-group basis. For 4 to 5 years, 
Blatz Airlines, Inc., was engaged in the military CAM business, flying throughout 
the continental United S tates and coast to coast.

Its  operations today consist primarily of cha rter  flights in int ras tate air  
transpor tatio n between Burbank and Oakland, Calif., and Burbank and San 
Diego, Calif., and inte rsta te flights on a cha rter  basis and on a common carriage 
basis f rom San Francisco and Oakland, Calif., to Reno, Nev., and from Burbank 
and Long Beach, Calif., to Las Vegas, Nev. These l att er flights were solely on a 
round-tr ip basis.

We now have six airplanes flying. Our safety record since inception of 
operations in 1947 is perfect.

I want  to urge the committee to  report legislation which will do two thi ng s: 
(a) give us permanent certificates, and (b) let us operate up to 192 trips an­
nually between the same 2 points.

There is no excuse for not giving the supplemental carr iers  the same perma­
nent-type authority  which the Congress has legislated for trunklines and local 
service carriers . We have  been in business for 14 years, and it seems unneces­
sary to force us to  operate on short-term authorizations. The Board has found 
a continuing public need for supplemental service, both now and in the future, 
and certificates of unlimited dura tion should be issued.

Let me give you an example of why the 192 trip  authority  is desirable  by 
giving you the history  of our efforts to serve Hawthorne,  Nev. Hawthorne was 
on a local service route, but the Board allowed the local service car rier  (Bonanza 
Air Lines) to suspend tha t service. A new club was opened there and the  club 
members wanted air  t ransportation to and from the San Francisco and San Jose 
areas.

At the same time, the people at Hawthorne asked us if we would operate a 
service for them. Among other things, they wanted us to carry  newspapers 
because they were waiting 2 days for newspapers.

We filed an application with the Board on August 23, 1960, asking for  an 
exemption to serve Hawthorne. One local service car rier  (Pacific Air Lines) 
objected, and the Board turned down the request.

We then  went back to the Board, this time asking fo r an exemption to provide 
a special service for patrons of the  club. This was filed on March 28, 1961, and 
the Board still has  not decided the request. In another case, where TWA asked 
to provide the same service for a club at Lake Tahoe, the Board grante d the 
request in 31 days (docket 11939) but we cannot  even get an answer in 75 days.

The time it takes the Board to act on applications for certificates is almost 
beyond belief.
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We wanted to fly to  Las Vegas more than  10 times  per month. We asked for an exemption  and  it was  denied. We then filed a n applicat ion for  a cert ifica te on December 10, 1056 (docket 8420). We didn’t get a hea ring  until  March  of 1050, and we ar e sti ll wai ting  for a decision.
One purpose  of supplemen tal ca rriers  is to meet sudden demands as they  arise. When these demands  can be m et by c ha rte r service, we can rise  to the  occasion wi tho ut difficulty, because we have the rig ht  to fly unlimited charters . We do thi s for the  for est  firefighters all the  time. But, when the re is a new demand,  like  th e people a t Hawthorne who wante d us to c arr y in newspapers , the  c ha rte r autho rity is of no avail . The presen t 10-trip per month  autho rity  is too restr ic­tive  f or a satis fac tor y service.
If  we had the 192 trip authority , we would definite ly meet some exis ting  de­mands for  service a t Hawthorne, Winnemucca, Reno, Elko, and  Las Vegas.The  very limited  number of trip s, and  the  nar row definition of charter,  has actual ly denied the  supplemental ca rri ers the  right to exploit a ma rke t af te r they developed it. We sta rte d flying to Las  Vegas, for  the hotels, many  yea rs ago. Today we are prevented from flying enough tri ps  to benefit from  the m ark et we developed. In  5 years , the Civil Aeronautics Board has not  been able to decide  our  app lica tion  for  a certif icate . The  resu lt is th at  the  hote ls ope rate  thei r own airplanes . The  Hac ienda Hotel now uses six airp lane s. Other com­panies which have no ope rating autho rity from  the  Board  claim to be “par t 45 ope rators” and  tak e over the profitable business which we orig inate d. The  Board has  o rdered some of them to cease and  desist, but  the Board doesn’t seem to be able to enforce its  orders.
If  we are given the a uth ori ty which we ask for, we will at  lea st be in a posit ion to cont inue  service  in new marke ts which we pioneer.
It  is  my belief that  legis lation is the  only solution to this  problem. The  Board and  the  courts have  had  it  before them for active consideration for  10 years. The  time  has  come for  some au tho rit at ive actio n which cannot be upset.  The supplemental ind ust ry has proved itse lf and  the  Congress should pass the  legis­lati on necessary for  the  cont inuance and development of the  industry.
I urge you, ther efore, as a minimum to give us unlimited ch ar ter rights , 192 individually  tick eted tri ps  per year between  the  same two points , and a certi fi­cate of unlimite d duration.
Mr. Blatz. On page 3 of my statement, I would like to reiterate 

there tha t we have six airplanes flying. We have now six DC-3’s. 
We are still in the antiqua ted class. We haven’t graduated to the higher class.

We are flying mainly on the California coast, and also over into Las 
Vegas and also Hawthorne, Nev. We have had for the past  several 
years applica tions with the Civil Aeronautics Board for a fligh t from 
6 p.m. to 6 a.m. in the morning, tak ing care of some of the vacationers 
and people who like to trave l into the Las Vegas area and into 
Hawthorne, Nev., taking a chance at some of the gambling 
establishments.

Some of them go up, of course, for a week or two at a time. We 
have had  tha t in fo r several years. However, we have not yet received 
anything back from the Board. The Board  is still considering our case.

I want to  urge the committee to report  legislation which will do two 
thin gs: (1) Give us permanent certificates; (2) let us operate up to 
192 trip s annually between the same two points.

We, as carriers , who have been in business for about 16 years, 
couldn’t possibly exist if we had to depend upon the charter  work 
which we obtain, which is a  very small part of our business.

We feel fur the r tha t there is no excuse for not giving the supple­
mental  carrie rs the same permanent types of a uthority which the Con­
gress has legislated  for  trunklines and local service carriers. We have 
been in business now for 14 or 15 years and it seems unnecessary to 
force us to operate on short-term authorizations.
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This is because of th e fact tha t we have a lot of  difficulty in financ­
ing our operations, financing the purchase of new ai rcra ft, when we 
are on such a short- term authorizat ion.

The Board has found a continuing public need for supplemental 
service both now and in the futu re and certificates of unl imited dur a­
tion we feel should be issued.

An example of why the 192-trip auth ority  is desirable, can be had 
by giving you the history of our efforts to serve Hawthorne, Nev. 
Hawthorne  was on a local service route, but the Board allowed the 
local service carr ier (Bonanza Air  Lines) to suspend tha t service.

A new club was opened there and the club members wanted air 
transportat ion to and from the San Francisco and San Jose areas.

At the same time, the people at Hawthorne asked us if we would 
operate a service for them. Among other things, they wanted us to 
carry newspapers because they were wait ing 2 days for newspapers.

We filed an appl ication with the Board  on August 23, 1960, asuing 
for an exemption to serve Hawthorne. One local service carr ier 
(Pacific A ir Lines) objected, and the Board  tu rned  down the request.

Mr. W illiams. II ow large a city is Hawthorne  ?
Mr. Blatz. In  the area of 8,000 to 10,000 people.
We then went back to  the  Board, th is time asking fo r an exemption 

to provide a special service for patrons of the  club. This was filed on 
March 28, 1961, and the  Board still has no t decided the  request.

In another case, where TWA asked to provide the same service for 
a club at Lake Tahoe, the Board granted the  request in 31 days (docket 
No. 11939) but we cannot even get an answer in 75 days.

The time it takes the Board to act on applications for certificates is 
almost beyond belief.

We wanted to fly to Las Vegas more than 10 times pe r month.  We 
asked for  an exemption and it was denied. We then filed an opplica- 
tion for  a certificate on December 19, 1956 (docket No. 8429). We 
didn’t get a hearing  until March of 1959, and we are st ill wait ing for 
a decision.

One purpose of  supplemental carriers is to  meet sudden demands as 
they arise. When these demands can be met by char ter service, we can 
rise to the occasion without difficulty, because we have the r igh t to fly 
unlimited charters.

We do this for the forest firefighters all the time. But, when there 
is a new demand, like the people a t Hawthorne  who wanted us to carry  
in newspapers, the charter  au thor ity is of no avail.

No one is yet serving tha t point.
The present 10-trip-per-month  authority is too res trictive  fo r a sat­

isfactory  service. We couldn’t exist on the 10 trip s per month.
If  we had the 192-trip authority,  we would definitely meet some 

existing demands for  service at Hawthorne, Winnemucca, Reno, E lko, 
and Las Vegas.

The very limited number of trips , and the  narrow definition of char­
ter, has actually denied the supplemental carriers the rig ht to exploit 
a market afte r they developed it.

We star ted flying to Las Vegas, for  the hotels, many years ago. 
Today we are prevented from flying enough trips  to benefit from the 
marke t we developed. In 5 years, the Civil Aeronaut ics Board  has 
not been able to decide our application  fo r a certificate.
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The resu lt is tha t the hotels operate thei r own airplanes. The H aci­
enda Hotel now uses six airplanes. Othe r companies which have no 
operat ing autho rity  from the Board to claim to be “par t 45 operators” 
and take over the profitable business which we originated.

Mr. W illiams. You said in 5 years the CAB had not been able to 
decide your application for a certificate. Have you applied for a 
certificate of public convenience and necessity to operate a scheduled 
carr ier or a nonscheduled carr ier?

Mr. Blatz. For extended authority  as a supplemental carrie r, yes, 
sir ; on three d ifferent occasions. The last one is now what  they call 
the Pacific Southwest Service case.

It  has been several years since tha t wras filed. I mention the dates 
in my statement.

The Board  has ordered some of them to cease and desist, but the 
Board doesn’t seem to be able to enforce its orders.

If  we are given the authority which we ask for, we will at least 
be in a position to continue service in new markets which we pioneer. 
Some of these markets which we have pioneered we are  not able to 
continue, such as in the Hawthorne case.

It  is my belief tha t legislation is the  only solution to  th is problem. 
The Board and the courts have had it before them for active consid­
eration for 10 years. The time has come for some authoritat ive ac­
tion which cannot be upset. The supplementary indus try has proved 
itself  and the Congress should pass the legislation necessary for the 
continuance and development of the indus try.

I  urge you, therefore , as a minimum to give us unlimited  char ter 
rights, 192 individually ticketed trips per year between the same 
two points, and a certificate of  unlimited duration . That will allow 
us to get our financing and so for th to carry  on as a supplemental air 
carrie r.

Mr. Williams. You have made what  I consider to  be an excellent 
statement, even though it has been very brief. I have no questions. 
I do want to congratu late you on a splendid statement.

Mr. Macdonald?
Mr. Macdonald. I just have one very short question. Under what 

right does a hotel operate these charter  flights ?
Mr. Blatz. Under a so-called part  45 certificate.
Mr. Macdonald. What is that ?
Mr. Blatz. Th at is issued by the Federa l Aviation Agency, not 

the Civil Aeronautics Board. That is a separate authority .
Mr. Macdonald. In  the same way that a company can operate  a 

plane ?
Mr. Blatz. No, tha t is a pa rt 43 operation, tha t is a priva te enter ­

prise, such as Sky-Tek. There are a number of companies.
Mr. Macdonald. What would prevent hotels from put ting in a 

whole bunch of airplanes? If  they have G, why not put in GO?
Mr. Blatz. Tha t is what they are doing. They are gradually ex­

pand ing over the United States, running the people into Las Vegas. 
That leaves us out in the cold.

Mr. Macdonald. Is it scheduled or unscheduled ?
Mr. Blatz. They run thei r own business on a scheduled basis, 

surely.
Mr. Macdonald. A scheduled airline, with the only basis o f thei r 

operation covered up by the fact  tha t they are attached to a hotel?
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Mr. Blatz. They just  carry the ir own passengers, thei r own people 

who go into the ir hotel.
Mr. Macdonald. They have six airplanes ?
Mr. Blatz. Yes, sir;  large airc raft . That is, all except one is 

large.
Mr. Macdonald. I never heard  of the Hacienda.
Mr. Blatz. It  is on the uppe r end of the strip  as you go into Las 

Vegas. They own two hotels there.
Mr. Macdonald. They must have quite a turnover . Wh at kind of 

hotel is it ?
Mr. Blatz. It  is certain ly a large hotel. A neighbor of mine owns 

it, who lives five doors from me.
Mr. Macdonald. Thank you.
Mr. Devine. I thin k this case is ridiculous, where you asked for an 

exemption and it was denied, where you filed your application for 
a certificate in 1956 and didn’t get a hearing unt il 1959. That is 2 
years ago, and you don't  have a decision yet.

Mr. Blatz. That is correct.
Mr. Devine. You would rather  have an adverse decision than  

none a t a ll ; wouldn’t you ?
Mr. Blatz. We would like to know where we stand. We don’t now.
Mr. Williams. I think perhaps  this case will be referred, and it 

will be, to the Subcommittee on Regulato ry Agencies for its consid­
eration.

Thank you, Mr. Blatz.
I believe Mr. Blatz  is the last witness scheduled for today.
The parent  committee has scheduled for tomorrow morning an 

executive session, so th at will preempt  our  time, I  presume, and make 
it impossible for us to meet.

We will meet again on F riday morning and continue until  we have 
completed the day’s testimony.

The committee will s tand in recess unt il 10 o’clock F riday morning.
(Whereupon, at 4 :45 p.m., the subcommittee recessed, to reconvene 

at 10 a.m., Friday, June  23,1961.)
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House of Representatives,
Subcommittee on Transportation and Aeronautics 

of the Committee on I nterstate and Foreign Commerce,
Washington, D.C.

The subcommittee met at 10 a.m., purs uant to ad journment, in room 
1334, New House Office Building, Hon. Joh n Bell Williams (cha ir­
man of the subcommittee) presiding.

Mr. Williams. The committee will come to  order, please.
This morning our first witness is Mr. Stu art  Tipto n, president of 

the Air Transp ort Association. Mr. Tipton.

STATEMENT OF STUART G. TIPTON, PRESIDENT, AIR TRANSPORT
ASSOCIATION OF AMERICA, ACCOMPANIED BY CLIFF STRATTON,
JR.

Mr. T ipton. Mr. Chairman, Mr. Friedel, I  am president of the Air  
Transport Association of America, which has as its members virtu ally  
all of the certificated scheduled air lines of the United States. It  is a 
pleasure to come before the committee and we appreciate the oppor­
tunity to do so to discuss the  impo rtan t b ills tha t are before the  com­
mittee. I have submitted quite a lengthy statement on this  subject 
which contains much mater ial bearing on the issues before the com­
mittee. However, if it meets with  the approval of the committee, I  
will submit this  complete statement for  the record, and hi t the high­
light s of it in my presentation th is morning.

Mr. Williams. The committee will be very happy  to follow tha t 
procedure.

(The sta tement referred to fo llows :)
T estim o n y  op  Stu art  G. T ip to n , P res id en t  A ir  T ra ns po rt  A sso cia ti on  of 

A m er ic a

My name is Stu art  G. Tipton. I am president of the Air Transport Associa­
tion of America, which is composed of substantially  all of the certificated, regu­
larly  scheduled airlines of the  United States. Our membership includes the 
trunkl ines and local service airlines operating within  the continental United 
States, airlines operating in and to the new States  of Alaska and Hawaii, U.S.- 
flag in terna tional airlines,  helicopter airlines , and all-cargo airlines.

My testimony is addressed to various pending bills which embody a wide 
range of proposals for certification of supplemental air  carriers .

203
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PR ESEN T SC OP E OF  SU PPLEM EN TA L OP ER AT IN G A U THO RIT Y

Th e supp lem en tal  a ir  ca rr ie rs , as  you  know,  ar e presen tly  au thor ized  to oper­
at e as  fo llo w s:

Domestic ally , “in dividu all y sold  services ” (i.e ., individu all y tic ke ted  passen ­
gers an d individu al ly  w ayb ille d a ir  fr ei gh t sh ipmen ts)  can be o ffered  on a sch ed­
uled bas is, with  a lim it between an y given pa ir  of po int s of 10 rou nd trij»s  pe r 
ca rr ie r pe r month . Pl an e load ch ar te r service s can be op erated  with ou t lim ita ­
tion a s to freque ncy .

In te rn at io na lly , th e 10-fl ight and th e un lim ite d ch ar te r gr an ts  ex ten d only  to 
ai r frei gh t serv ices . Th e Bo ard  has, how ever , fol low ed a lib eral  policy of  pe r­
mitt ing in te rn at io na l passe nger  ch ar te rs  by supp lem en tal  ca rr ie rs  by specif ic 
exempt ion.

Op era tio ns  of th is  scope  have  been  au thor ized  by th e Civi l Ae ronaut ics  Bo ard 
on the gro und  they  ar e “add iti on al  an d supp lem en tal  to  * * * an d no t a mere 
du pl ica tio n of” th e ser vic es of th e ce rti fic ate d sch edu led  ca rr ie rs  o pe ra tin g over 
re gu la r rou tes .

At th e mom ent,  thes e op erati on s ar e con ducte d un de r tempo rary  au th or ity  
pu rs ua nt  to  Pu bli c Law 86-661 of Ju ly  14, I960, 74 St at . 527, wh ich  ex pi res in 
March  1962.

Th is tem po rary , or  “sto pgap” leg isl ati on  was  enacted  aft e r th e U.S. Co ur t 
of  Appeals , D is tr ic t of  Columb ia Ci rcu it,  in an  opin ion da ted Ap ril  7, 1960, 
held inva lid  ce rti fic ate s issued  by the Civi l Ae ronaut ics  Bo ard  to  some 25 sup ­
ple me ntal ca rr ie rs  embodying th e 10-fl ight an d un lim ite d ch ar te r gra nts  fo r 
in te rs ta te  opera tio ns . Th e co ur t held th a t th e ce rti fic ate s vio lated  th e Fe de ra l 
Av iat ion  Act  of 1958 in va rio us  respects . Mo st im po rta nt  of the se we re the- 
Boa rd’s at tempt , by cond itio nin g a ce rtif ica te,  to  lim it frequency  of sc hedu les ; 
th e Bo ard’s fa il u re  to speci fy, in each cer tif ica te,  th e po int s to be se rv ed ; and 
th e Bo ard’s fa il ur e to  make ad eq ua te  findings of “fit ness” un de r th e st at ut or y 
terms .

SY N O PSIS  OF PEN D IN G  BIL LS

The pen din g bill s, fo r th e most pa rt , go much fu rt her  th an  me rely to ena ble  
th e Bo ard to iss ue  va lid  ce rti fic ate s fo r the  pr esen t scope of s upple me nta l ca rr ie r 
opera tio ns . Some of the m would  su bs ta nt ia lly  exp and, or au thor ize th e Bo ard 
to su bs tant ia lly  ex pa nd , the  scope of suc h operatio ns .

A qui ck rund ow n of th e bil ls follows . I wi ll dis cuss the m in  gre at er  de ta il 
la te r.

S. 1969 and H.R . 7318, wh ich  ar e iden tic al,  would  au thor ize th e Civ il Aero­
na ut ics Bo ard to iss ue  ce rti fic ate s fo r supp lem en tal  ai r tran sp or ta tio n.  The 
def ini tion  of “su pp lem en tal  ai r tr an sp or ta tion ” in the bil l is ver y bro ad , and 
th e Bo ard’s ul tim at e pow er un de r the bill  would  be corre spo nding ly bro ad.  
Un der it, the Bo ard could no t only  issu e ce rti fic ate s cov ering th e pr esen tly  
au thor ized  scope of supp lem en tal  ca rr ie r oper at io ns; it  could also issue  ce rti fi­
ca tes  fo r o pe ra tio ns  of a fa r broade r, an d p resent ly  un defined, scope.

We w ill oppose these bills.
H.R. 7512 would  no t lea ve th e questio n of possibl e en lar geme nt of th e scope 

of supp lem ental  ca rr ie r op erati on s fo r the fu tu re ; it  would  do it  ri gh t now,  and 
on a major  scale. Fo r example, th e 10-flight gr an t would be expanded fo rth­
with  to 192 fligh ts pe r year . Th is would  pe rm it each supp lem ental  ca rr ie r to 
con duct a da ily  sch edu led  op erati on  fo r 6 conse cutive mo nth s over an y of all  
route s. The 25 or  so su pp le m en ta l who  would  be au tomat ical ly  certi fic ate d 
un de r H.R . 7512 could  thus  opera te,  in th e aggreg ate , as many as  a doze n flig hts  
a day over eve ry ex ist ing route , sm othe rin g th e presen tly  certi fic ate d ca rr ie rs .

An oth er unsou nd fe at ur e of H.R . 7512 would  give  supp lem ental  ca rr ie rs  the  
unquali fied “r ig ht  of fir st re fu sa l” on “all ch ar te r tr ip s” anyw he re in the  wor ld. 
The pub lic would  thus  be deprived of fre edom  to choose a sch edu led  ca rr ie r 
fo r ch ar te r,  so long  as  any supp lem en tal  ca rr ie r dem and ed its  “r ig ht ” to op erate  
th e ch ar te r—a  “r ig ht ” which would  a pp ar en tly  e xist,  u nd er  the proposed st at ut e,  
rega rd less  of price,  qu al ity  of service, or an y ot he r cons ide ratio n deemed  
im po rtan t by th e pro spe ctive ch ar te re r.

We  wi ll oppose H .R. 7512.
H.R . 7679 ref lec ts a dif fer en t approach . I t would , by a sim ple  one -senten ce 

am endm en t to  th e Fe de ra l Av iat ion  Act, cl ar ify the  Bo ard’s au th or ity to issue  
cer tif ica tes , sole ly fo r ch ar te r op era tio ns , w ith ou t having  to go th roug h the 
lab ori ous, if  no t im pract ica ble , spe cif ica tion of eac h po int  to  be served. Such-.
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all-charter certificates could merely specify the area or areas  within or between 
which cha rter  operations could be conducted. Thus, the certificate might 
authorize charter  service anywhere within  the continental United States, or 
between specified States and Hawaii, and so forth.

We will support H.R. 7679. It  would establish a sound and practicable basis 
for supplemental car rie r operating authority. I will discuss the reasons for 
this conclusion more fully below.

REASONS FOR ATA POSITIONS ON PENDING BILLS

The basic reasons for the Air Transpor t Association's positions on these 
pending bills a re :

(1) The current financial crisis of the domestic scheduled indus try calls 
for reduction, rather than  expansion, of supplemental air  car rier  operating 
authority.

(2) Continuation of individually sold authority  for the supplementals, 
under the proposed bills, involves perpetuation  of such unsound regulatory 
practices  as—

(a)  use of the certificate as a device to dictate schedules, equipment 
and fac ilit ies ;

(b) issuance of certificates permitting individually sold route-type 
service, without specification of the points to be served ; and

(c) certification on the basis of general fitness, regardless of the 
limited experience and fitness of the  part icular applicant.

(3) The “first refu sal” provision of H.R. 7512 is unfair to the public 
and the scheduled airlines.

(4) All-charter authority affords a suitable and pract ical basis for sup­
plemental c arri er operations.

I will not explain in some detail the reasoning underlying each of the above 
points.

THE  CURRENT FIN AN CIA L CRIS IS OF TIIE DOMESTIC SCHEDULED INDUSTRY CALLS FOR 
REDUCTION, RATHER TH AN  EXP ANSION, OF SUPPLEM ENTA L AIR CARRIER OPERATING 
AUTHORITY

As a background for its presen t deliberat ions, we believe the committee should 
refresh itself on the history of the supplemental carr iers  and thei r operating 
authori ty, and also on the critical financial conditions of the  domestic scheduled 
airlines. As tha t history  makes clear, the current financial plight of the  sched­
uled carriers is a weighty consideration in determining the permissible scope of 
supplemental c arri er operations.

It  has been suggested tha t the supplemental carr iers  have long been in opera­
tion under color of law and pursuant  to a though tful and considered plan of 
regulation by the Board. This simply is not the fact. The “large irregular” 
operators came into existence beginning in 1945 without the knowledge, inten ­
tion or any purposeful action by the Board. As a mat ter of fact, before the 
Board even had a chance to formulate a program to bring these operators 
within the regula tory framework of the act, many of them were engaging in 
extensive interc ity common carrier  operations withou t the least semblance of 
regulation. There followed a series of regula tory measures together with en­
forcement proceedings against the more fiagrant violators, a program which, 
however well-intentioned, proved unequal to the problem it was intended to 
solve. After 5 years of ineffectual attem pts to regulate, the Board in 1951 
launched the large irregula r car rier  investigation. When the investigation  was 
only half finished, the Board suspended the taking  of evidence, and in 1955 issued 
a decision on an incomplete record. It  should have been no surprise tha t the 
policy of t hat decision and the attem pt to implement it under section 416(b) of 
the act were held invalid by the courts. There followed more proceedings, 
another decision in which the policy of the 1955 decision was swallowed whole, 
and an attem pt to issue certificates which were clearly in violation of the  plain 
language and the regulatory plan of the act. In short, the present situat ion is 
the product of years of ineffectual regulation followed by two decisions which 
in thei r very inception should have been recognized as contrary , not simply to 
the form of the act, but the basic congressional policies announced in i t.

72 53 0— 61------ 14
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When the  Board determined, in 1955, to expand  the scope of supplemental ca r­rie r operating autho rity , it did so in the  ligh t of its  then  evaluat ion of the  financial condi tion of the  scheduled ind ust ry—an  eva luat ion which subse quent events have  proved to be wrong.
The 1955 decision  recognized th at  the  rou tes operated  by the  scheduled ai r­lines—routes over which  they have  a sta tut ory obligat ion to provide adequa te service—con stitute  the  Nat ion’s “basic  ai r transp ort ation  system.” The  1955 decision  purpor ted  to enla rge the scope of ope rating autho rity of the  supple­men tals  only wi thin what the  then  Board deemed would be “addi tional  and  supp lementa l to * * * and not  a mere  duplica tion  of” the  certi ficated rou te services . And the 1955 decision very pointedly said :
“Zf is the fundamenta l health and prosperi ty of the certifi cated carrie rs th at  has  permit ted  us to expand the area  of competitive services by those carrie rs.  And it is the  same hea lth  and  prosperi ty that permit s us to enlarge the area of operations of our supp lemental air carriers wi tho ut undue concern over the  im­pac t of thi s actio n upon our certi ficated rou te system.” (Em phasis supplied. )The Board has  neve r real ly reexamined the  scope of supp leme ntal ca rri er  ope rating autho rity since th at  1955 decision. At the  outset of its  1959 decision, it  sta ted  c ategorically th at  the  1955 decision “resolved the  i ssues of the  need for  and proper scope of supplemental ai r transpo rta tio n.” The 1959 decision  then went on to pass  on the qualif icatio ns of the  var ious app lican ts, and  to aw ard  certi ficates to those  found qualified, in reli ance on the  1955 decision as est ab ­lishing the  scope of operation s to be permit ted  the  supplementals. Likewise, in its presen tations  to Congress las t year in sup por t of suppleme ntal ca rr ie r cer­tifica te legislation,  the  Board relied  upon, but  did not  p urp ort  to reexamine, the 1955 determination .
It  is accordingly  significant th at  the  1955 expa nsion  of supp leme ntal ca rr ie r operating autho rity rested on an optimism as to “the  fun dam ental healt h and prospe rity ” of the  cert ifica ted carri ers which would not  be just ified  today . In ­deed, a t no time since 1955 could the  Board have cited  the  “health and pros­perity ” of the  certi ficated indust ry as grounds for  expa nding the  scope of suppleme ntal ca rr ie r author ity.  For,  since 1955, th ere  has been steady year-by­year deterio rati on of the  financial result s of domest ic scheduled air lin e ope ra­tions, which rea ched a new low in 1960.

TH E CURRENT FIN AN CIA L PLIGHT OF TH E DOMESTIC SCHEDULED AIRL INES

The curre nt earnings pic ture  of the  domes tic airl ines, taken as  an industry, is dismal. The local service and  helicopter lines  have not yet  reached  the  poin t of being self-supporting , and hence must rely on subsidy. In  1960, the 12 domes­tic trun klines  reporte d an indust ry net profit of only $1,188,000, or less than  six one-hundredths of 1 percen t profit margin on gross operating reven ues of almost $2 billion. To give you a measuring st ic k: the  domestic trunkl ine s earn ed as profit 5 cents  on every $83 of sa le s; the  typical  U.S. corporat ion earns abo ut 5 cents on every do llar of sales.
Of the  28 domest ic passenger car rying lines, 21 either  depended on subsidy, or operated  at  a lo ss ; only 7 op erate d at  a  profit. And even for these seven, the  1960 profits  were  fa r from sat isfa ctory. The  best profit  margin th at  any of them achieved was  3.7 percent of sales. None of them came up to the  ra te  of re turn  on investme nt which the  Civil Aero naut ics Board has  found necessary  for the  airl ines to achieve the ir public service role  und er the  Fed era l Aviat ion Act.As you know’, the Civil Aero naut ics Board recently  completed its 4-year gen­era l passenger fa re  inves tigat ion. One of the  Board’s major und ertakings in th at  proceeding was to determine the  r ate of return on investmen t needed by the airl ines . Return , in the  regulatory  sense, consi sts of net  p rofit af te r taxes, plus int ere st on long-te rm debt. The proper level of the re turn  on inves tmen t, for a given industry, is determined by the  cost of cap ita l—i.e., the  level of int ere st and  earnings needed  to at trac t lenders and  equity inves tors, in view’ of the  re­turns investors  can expec t from indust ries  of comparable risk and economic potentia l. In the Bo ard ’s words—and  I quote  from the  decision in the  c as e:“Cost o f capita l.— In determin ing the  fa ir  and  reasonab le return , as th at  te rm is jud icia lly  defined, the  Board must reach an end res ult  which provides ea rn­ings sufficient to cover all the costs  consistent with the furnishin g of adequa te and  efficient ai r transp ortation. Among these costs must be included a ret urn to the owners  of the  enterprise  which is not only comparab le to the  res ult s of sim ilar und erta kings, but  which will ins ure  the  rete ntio n and att ract ion of capital in amo unts adequa te to fos ter  economic hea lth and  development.”
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The Boa rd made  a thorough analysis. I t had before it  voluminous testimony 

of  prom inen t financial experts , inclu ding  a stud y prepared by an  independent 
expert specially retain ed by the  Board for the  proceeding. The Board con­
cluded th at  the  ra te  of re turn  on inve stment needed by the domestic trunkl ine s 
is 10.5 percent—or, more accurately , 10.25 percen t for  the  so-called Big Fou r— 
American, Easte rn,  United, and  TWA—and  11.125 perc ent for  the  other eight 
trun klines.

To ill us tra te  wh at thi s mea ns : the  investm ent  of the 12 tru nklines at tr ib ­
utable  to domestic operations—i.e., af te r excluding inve stment at tribu tab le to 
int ern ational ope rations—in 19G0 was slightly  over $1.6 billion. On thi s they 
should have earn ed, a t the  ra te  of re turn  found needed by the  Board, $172 mil­
lion. This would have covered int ere st paymen ts of $43.8 million, and  provided 
a profit af te r int ere st of $128.2 million. Instead, as previously noted, the tru nk ­
line  profit  af te r int ere st was  only $1,188,000—or an “earnings deficiency,” so to 
speak, of $127 million .

One of the  thin gs th at  is pa rti cu lar ly dis turbin g is th at  1960 was merely the  
wor st of 5 success ive bad yea rs for  air lin e earn ings . Over these 5 years, the 
trunkline indu str y’s e arn ings deficiency—computed on the  sam e basis  as  above— 
has been in success ive yea rs : $9.5 million,  $55.8 million, $47.9 million, $45 mil­
lion, and  $127 million, fo r a  cumulative earnings deficiency, over the  5-year span,  
of $285.2 million, or a yea rly  average of $57 million less than  the  earnings the 
Board has found the  ind ust ry needs to stay healthy . Not since  1955 has  the  
tru nkline ind ust ry as a whole achieved the  ra te  of re turn  prescribed by the  
Board’s standard s. The  pic ture for  the  ind ust ry dur ing  these 5 years  is sum­
marized in the  table below :

[D ol la rs  i n  m il lion s]

Y ear O pera ti ng
re ven ues

N e t pro fi t P ro fi t
m arg in

In te re s t on  
d eb t

R a te  of  
re tu rn

E a rn in gs
def ic ie nc y

1956__________________________ $1,263
1,420
1,513
1,799
1,943

$57.7
27 .0
44 .8
61 .7

1.2

Pe rcen t
4. 6
1.9
3. 0
3. 4

.1

$10 .0
16 .2
24 .5
32 .2
43 .8

Pe rc en t
7. 2
4 .6
6.2  
7.1
2 .7

$9 .5
55 .8
47 .9  
45 .0

127 .0

1957__________________________
1958__________________________
1959___ ____ _________________
1960__________________________

T o ta l___________ _____ _ 7,93 8
1,588

192 .4
38 .5

126 .7
25 .3

285.2
57 .0A ve ra ge  p er  y ea r_______ 2. 4 5. 5

As you can see, the  ind ustry ’s cu rre nt  financial plight is not  simply the 
resu lt of the  1960 recess ion—althou gh th at  no doubt agg rav ated it. The 
ind ust ry has  been undergoing depressed earnings for  seve ral yea rs—an d the  
end is  no t ye t in  sight .

Before leaving thi s table,  however, I would like to point out one or two 
items of pa rti cu lar significance.  As you will note, the  ope rating revenues  of 
the  ind ust ry have increase d steadily , and in 1960 were $680 mill ion above 
1956, or 54 percent. This reflects in pa rt  growth in traffic. The revenue 
ton-miles  carried  by the  domes tic trunklines increase d from 2.4 billion in 1956 
to 3.3 billion in 1960, or 38 percent. The  grow th in revenues  also  reflec ts in 
pa rt  fare  incr ease s gra nte d by the Boa rd in 1958, 1959, and  1960—the  firs t 
signi fican t pri ce adju stm ents f or thi s in dustry since 1948.

Bu t thi s growth  in service , in traffic carr ied,  in gross  revenues, ha s not  
been car ried thro ugh  to net  profit. Operating expenses have  been outstr ipp ing  
reven ue growth.

Ano ther  notewor thy item  in the  above tab le is the  very  rap id inc rea se in 
inter es t charges  to be borne by the  industry. As you will  see, the indust ry 
had  in 1956 wh at now seems like  a rela tively  slig ht int ere st burden of $10 mil­
lion. Even though 1956 was  a subnorma l year , the  int ere st was  well covered, 
and  the  ind ustry  stil l had  a $57.7 million ne t profit. By 1960, however, the 
industry’s int ere st burden had  quadrupled  to $43.8 million—and  the indust ry 
had  vir tua lly  noth ing lef t af te r meet ing its  in terest payments. This very 
grea t increase  in int ere st reflects, of course, the  debt th at  the  ind ustry  has  
taken on to finance the  je t reequ ipment program. The je t reequipm ent pro­
gram  is one of the  most important curre nt aspects of thi s industry, involving, 
as it  does, a tru ly  dynam ic grow th in the  public  service pot ent ial  of the  air-
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lines. My imm edia te poin t is th at  depressed  earnings are today more  danger ­
ous in thi s ind ust ry tha n at  any time in the  past, because of the  deb t and 
in ter es t load. We alre ady  have one near-ba nkruptcy among the  trun klines, 
as a  re sult o f which we now have 11, instead o f 12 trunklines.

And, finally, as noted in the las t column, the  indust ry has  accrued over 
these 5 years a very sub stantial earnings deficiency, having earned  some 
$285.2 million  less tha n what should  have  been earned  at  the  Board-prescribed 
level. This means, of course, th at  the ca rr ie rs ’ rese rves  have been depleted, or have not been kept a t the desi red levels. It  also means  tha t, in some cases, 
the  ca rri ers have taken on more debt  tha n would have  been the case had they 
had earnings to plow back into the  business—a nd this , let  me note here, is an ind ust ry which historic ally  has  always  plowed back the  bulk of its  ea rn­
ings. As was  brought out in the Passenger Fare  case before  the  Board , the  
domest ic trunklines paid  out  as dividends 28 percent of net profits, retain ing  
the  res t for growth and expansion. Typical public util itie s, in sharp con­
tra st , paid out 78 percent of their profits, and  general U.S. corp orate experi­
ence was a  49-percent  payment. And, las t but  not leas t, the  cumulat ive earn ings  deficiencies of the trun klines has  meant  th at  many investo rs have not  received 
dividends on their  investment.

Another ind icator of the exten t of th is 5-year  airl ine  depression is tha t, 
over these 5 years , five of the  trunklines fai led  to real ize the  Board -prescribed 
ra te  of ret urn in any one of the  5 years, six fai led  to real ize it  in 4 of the  5 
years , and only one realized it in as many as 3 years. In 1956, 6 of the  tru nk ­lines  realized—an d 6 fail ed to real ize—t he  needed  ra te  of re tu rn ; in 1957, 1 of 
the 12 did i t ; in 1958, none of them did i t ; in 1959, 2 did i t ; in 1960, the score 
was again zero. All of th is  is summarized  in the  tab le below, where X 
indicate s th at  the ca rri er ’s ra te  of re tu rn  met the  Board ’s sta ndard  for  that  
year.

1956 1957 1958 1959 1960 1956 1957 1958 1959 1960

Am erican _______ X N ational________ XBran iff  ______ N ort hea st _______
C ap it al ..  ______ Nor th w es t _____
C on tin en ta l_____ T W A ........ .............
D el ta ___________ X U nit ed_________ X
E ast ern . . .  ____ X W es te rn ________ X X X

The opera ting  resu lts,  by ind ivid ual  a irlines , for  the most  recent y ear —1960— 
are s et fo rth  in the  tab le be low :

Financial results of domestic trunkline operations, calendar 1960
[Dollars  in  mill ions]

Ai rline

Am erican
Bra ni ff____
C ap it al ____
Con tin en ta l
D el ta _____
E ast ern -----
N ation al ----
Nor th ea st  .. 
N or th w es t. .
T W A _____
U nit ed____
W es te rn ___

Tota l.

Ope ra t­
ing  rev e­

nues

Pr of it 
(or loss)

Pr of it
ma rg in

In te re st  
on  de bt

R at e of 
re tu rn

Ea rn ings
def icie ncy

$421.6 $12.1
(Percent)

2.9 $9.6
(Percent )

5.9 $15.975.8 1.1 1.5 1.6 4.4 4.1
104.2 (10.1) ( - ) 2.6 ( - ) 13.2
61.0 1.7 2.8 3.0 6.9 2.9128.4 3.6 2.8 2.6 7.1 3.6263.8 (3. 7) ( - ) 5.4 0.7 22.766.4 (4.5) (- > 2.2 ( - ) 10. 137.9 (10. 8) ( - ) 1.8 ( - ) 11.886.2 1.1 1.4 2.2 4.3 5.4

277.1 (0.3) ( - ) 3.2 1.4 18.0355.9 8.5 2.4 8.4 5.1 17.1
64.3 2.3 3.7 1.0 6.7 2.2

1,942. 6 1.2 0.06 43.8 2.7 127.0

As you will  note, from the third  column, labeled “Pro fit or loss,” seven of the 
trunklines reported profits, five repor ted  losses, in 1960. The amounts involved 
vir tua lly  balanced out, so th at  the  industry net  profit was  $1.2 million. As
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shown in the  next column, the  be st p rofit  marg in recorded  by any  of those  seven 
ca rri ers who had profi ts was  3.7 percen t of ope rating revenues—gross sales, in 
the  language  of most businesses. Likewise, none of the carri ers real ized  the  
ra te  of re turn  on investm ent which the  Board has found necessary. And, a s the  
la st  column shows, the  earnings deficiency—the  a mount  by which  n et profit plus 
int ere st fell  sho rt of the  Bo ard ’s sta nd ard—ranged for individual companies 
form  $2.2 to $22.7 million,  aggregatin g $127 million  for  the ind ust ry for the  
year 1960.

Against th is  background, it  i s clear th at  reli ance could not be place d today  on 
wh at the  Boa rd in 1955 called the  “he alth and  pro spe rity ” of the  certifi ed ca r­
rie rs  as an  excuse  fo r enlarg ing  the  scope of supp lementa l ca rr ier operatin g 
autho rity .

Indeed, the  stea dy deter ioration of the  cert ifica ted air lin e financia l result s 
since 1955 sugg ests  that,  if the re is now’ to be a reexam ination  of the  scope of 
supp lementa l operations , th at  scope shou ld now be cur tai led  ra th er  tha n aga in 
expanded.

TH E ADVERSE IM PA CT  OP IND IVI DUALLY SOLD “ SU PP LE ME NT AL ” SERVICES ON TH E 
SCHEDU LED  AIRL IN ES

The la test da ta  publ ished  by the Board  on the  financial and  ope rating res ult s 
of the  supp lementa l a ir  ca rri ers are for  the fiscal yea r ending Ju ne  30, 1960.

During  th at  fiscal year , the  25 supp lementa ls to whom the  Board  issued cer­
tificates  in its  1959 decision reported individ ual ly sold revenues of $11,574,000, 
most ly from individually t icke ted passengers .

In  add ition to this,  individ ual ly sold revenues  of $9,764,000 w ere reporte d by 
irr eg ular  ca rri ers whom the  Board  did not  certif icate . The bulk  of this— 
$9,497,000—was reporte d by the three ca rri ers (G rea t Lakes,  Currey, and  Trans  
Alaskan) mak ing up the  Skycoach combine, whom the Board found unfit for 
cert ificates  and  who have operated und er sta y pending completion of jud icia l 
review proceedings.

About $200,000 of  individ ual ly sold revenues were reporte d by ca rr ie rs  whose 
app lica tions for supp leme ntal cert ificates  are sti ll pending, hav ing been pre ­
vious ly d efer red fo r fur th er  hear ings.

The agg regate revenues  of the  suppleme ntal ca rriers —certi ficated and  non- 
cert ifica ted—from individ ual ly sold services f or  fiscal 1960 were  thus  $21,338,000.

These  revenues, had  they  not  been diverte d to the suppleme ntal carrie rs,  could 
have made  a significant contribution tow ard  improved earnings by the  sched­
uled car rie rs.  The  $11,574,000 of ind ividually sold revenues reporte d by the 
cert ifica ted supp lementa ls was  9.6 time s the  domes tic tru nk lin e prof it of 
$1,188,000 for  calend ar 1960. The $21,338,000 of individually sold revenues for  
all  the  supp lementa ls was 17.7 times the  domestic tru nkline profit.

And it  is demonstrab le th at  by fa r the  grea ter  pa rt  of these revenues  would 
have flowed to  the scheduled ca rri ers had  the  supp leme ntals  not conducted ind i­
vidually sold services, pa rticu lar ly the  carriage  of individually  tick eted pas ­
sengers. This is apparen t f rom the  na ture  of the  operations, which  I  w ill review 
briefly.

Of the  $11,574,000 of individually sold revenues reporte d by the  25 certi fi­
cated supp lementa ls in fiscal 1960, a tot al of $9,549,000—or over  82 percent— 
was  reported  by the three carr ie rs : Transocean, U.S. Overseas , and Cap itol Air­
ways , as  follo ws :
Transocean--------------------------------------------------------------------------- $3, 602, 000
U.S. Overseas------------------------------------------------------------------------- 5,133, 000
Capi tol A irways---------------------------------------------------------------------  814, 000

To tal ---------------------------------------------------------------------------  9, 549, 000
Analysis of the  flight reports of these three  carrie rs,  as filed wi th the  Civil 

Aeronaut ics Board for  the  year ended Jun e 30, 1960, reveals th at  the  bulk of 
their individually sold ope rations  were over rou ting s dire ctly  competitive with  
scheduled ca rr ie r routes. Tra nsocean’s operations  w’ere princip ally  between 
Cal ifornia and Haw aii. U.S. Overseas operated almost ent ire ly in the  classic 
nonsked patt ern : New York-Miami, Chicago-Miami, and  transc ontinental  flights  
between  New York, on the  one hand, and Los Angeles or San Francisco , on the 
other, usually  via Chicago, with  freque nt stops at  Washin gton and Detroit . 
Capito l concentrated its  individually sold operatio ns in the Chicago-Miami and 
New York-Miami m arkets.
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The New York-Miami operations of U.S. Overseas and Capitol offer a revea ling 
exam ple of how supplemental ca rri er  ope rating autho rity can be used to skim 
the  cream  of a route . Each  of these car rie rs  tended to operate  about eight fl ights 
a month, in each direct ion, between New York and Miami. These flights were 
almost witho ut exception concentrated in the  Friday -Sa turday -Su nda y period— 
the  time of week when traffic is best, in th at  market,  as vacationers st ar t and end the ir tr ips .

Thus, the  three scheduled airl ines cert ifica ted to serve th at  rou te were left  
with the  lean  days  of the  week, and given less opportu nity  to recoup on what 
should have been the  best traffic days.

In th is connection it should not be overlooked that  all three of  the  scheduled 
ca rriers  cert ifica ted to serve  the  New York-Miami rou te suffered net  losses in 
I960.

While  the  most serious divers ionary  operations  of the  supp lemen tal were 
concentrated in fiscal 1960—as in prior years—in the  t ran sco ntinenta l and Flo r­
ida  markets, the re is beginning to em erge another , and highly dis turbin g pat tern. 
Wi thin the  past year to 18 months, the supp leme ntals  have developed a regular 
pa tte rn  of vir tua lly  daily  service from Chicago to San Antonio and  from New 
York to San Antonio, the  la tte r rou ting occasionally picking  up such inter­
med iate poin ts as Phi lade lphia, Washing ton,  or Pitt sbu rgh . These  opera tions, 
we und ers tand, are aimed principa lly at  car rying Air Force rec rui ts to Lackland 
Air  Force Base for basic tr ain ing .

This  rec ru it traffic, it  should be pointed out, was o riginally developed by va rious  
of the scheduled airl ines . The orig inal  development of thi s traffic reflected a 
vigorous sales effort  by the  cert ifica ted carri ers to convince rec rui ting officers 
of the  feasib ility and advantage s of ai r service  for  rec ruit movements. The 
recruit  movements can be readily  handled  on normal scheduled operations , and 
have been a signif icant source of revenue to ca rriers  such as Braniff, with its 
Chicago-Texas and  New York-Texas routes.

The  last  time we checked—about 8 weeks ago—these  Air Forc e rec ruit move­
ments were running about 1,400 passenger s a month out  of the  New York area , 
and about 1,200 passenge rs a month  ou t of the  Chicago area.

The loss of these  revenues is bad enough. What is really dis turbin g is the  
method o f operat ion, and the  p ortent  of fu ture  increased diversion —part icu lar ly 
if the individually  ticke ted au tho rity of the  supplementals were to be enlarged.

The  w ay the  supplementals  conduct thi s San Antonio opera tion,  as we under­
sta nd  it, is th is:

The rec rui ts are individually ticke ted. Accordingly, no one supplemen tal 
partic ipa tes  m ore tha n 10 times  a  month in either the New York to San Antonio, 
or the  Chicago to San Antonio operation. But  some days  one supplemental, 
and some days  ano ther operates  the flight. The supplementals  collectively thu s 
offer a dai ly service, Monday through  Frid ay.  And thi s is sold through  wh at 
amounts  to a joint sales force on the  payroll  of the  supp leme ntal ca rri er  tra de  association.

Wh atever  the  argument  th at  thi s so rt of concerted act ivi ty to establish  a 
daily schedule und er guise of the  10-flight gran t fal ls with in the  let ter  of the  
law, it  is nevertheless a clear evasion of wh at the  Board said  it  was author iz­
ing when it  gave the  sup plem enta ls the 10-flight privilege.

And, the  more one probes into thi s operation , the  more apparen t are  its  dele­
teri ous  effects on the basic, scheduled air line system. The  rec ruits—together 
with other passengers—are  collected a t cen tral  points,  such as  New York and 
Chicago, from  the  surrounding are a. Thus , a scheduled airl ine—or a rail line 
or busline—may be used as a “feede r” providing  the  short-haul tra nspo rta tio n 
from,  say, Boston or Providence to New York. Whenever the  supplementals 
can assemble a passenger load sufficiently near  the  capa city  of the  airplane to 
be profitable, they  take the  long-haul pa rt of the trip , New York to San An­
tonio. If  it  appears  tha t, on a given day, the group will be too small to be 
profitable, the  supplementals  do not opera te, and  it  is up to the  scheduled ai r­
lines to provide the lif t. Conversely, any  excess on a given day may be re ticke ted 
on the  scheduled ca rriers  as  being cheaper tha n operation by a supplemental 
at  a less-than-capaci ty load.

Here we have the complete inversion  of the  concept the  Board enun icated in 
its supp leme ntal carri er  decisions. Here we have, in practical  effect, the sched­
uled air lines supplementing the  supp lementa ls—feeding them  short-ha ul tr af­
fic, handlin g their overflow, prov iding the  backup  for  the  days  they do not 
operate.



LI M IT ED  AIR CA RR IE R CE RT IF IC AT ES 211And the manner in which  the su pp lem en tal  have , throug h concerted acti on,  invade d this estab lished  scheduled airl ine mark et holds serious portents for the futu re. The re are persistent rumors tha t they  are planning to set up more such routes, perhaps from  west coast  points to San  Antonio, as well as in other areas.Th is San Anto nio patte rn of  operation could well be the embryo of  disa strou s inroa ds by the su pp lem ental  into schedul ed air line  markets. In  the particu ­lar  insta nce, the collective operation has alre ady  achieved vir tua lly  dai ly schedules over two routes. The pote ntia l, even under the present 10-flight gran t, is stag gerin g. The 25 ce rtificated su pp lem ental , in the aggr egat e, could operate up to 250 flights a month, in each direct ion—8 fligh ts a day—over any  or all  domestic routes.And , if  H .R . 7512 were to be enacted, the potential for  disruption of the sched­uled airl ine system would be mult iplied  imme asurably.  Fo r H .R . 7512 would autho rize each of the supplem entals to operate 102 indi vid ual ly ticketed flights  a year  between each pai r of points. Th is would permit one supplemental to operate a dai ly schedule for  6 c onsecutive months. Then a second supplem ental could take over the route for  the next 6 months. It  would be a simple matte r for the sales  and ground personnel to tra nsfer from one payro ll to the other every 6 months. Thu s, 2 supplem entals could mai ntai n a dai ly, year-round service; 4 could make it twice  a da y;  6 could make it 3 schedules  a da y;  and so on up to 12 fligh ts a day , if  all  25 supplem entals were to operate in the same mark et. And this  could be repeated over and over, in any or all  the markets in the Nat ion .Wh at this  would amount  to would be the v irtual abandonment of the regu lator y basis  of the Fed era l Aviati on Ac t. Fo r such reasons,  we regard H .R . 7512 as extrem ely dangerous, a nd, acco rdingly, we oppose it.
CONTINU ATION  OF IND IVI DUALLY SOLD AU TH OR ITY  FOR THE SU PP LE ME NT AL S, UNDER

THE PROPOSED BILL S, INVOLVES THE PER PETUATION  OF UN SOUN D REGULATORY
PR IN CI PL ES .To this point, I have  been cri tical of ind ivid ual ly ticketed  and ind ividually  wayb illed auth orit y for  the supplemental air  carr iers  because of the adverse  impa ct on the finan cial and economic condit ions of the scheduled airl ine indu stry.  I have pointed out tha t the Board justi fied its 1955 decision to enlarge the supple­mentals’ auth orit y on the  grounds of the “heal th and prosp erity”  of the scheduled airlines.  I have  pointed out tha t this just ificatio n is inap plicable today—and, indeed, could not wel l have  been advanced at any time since 1955. I have  pointed out how the indi vidual ly sold operations of the supplementals under the 10-flight gran t have been damaging to the scheduled airl ines , and how their  continued possession of this author ity threa tens even more serious damage in the futu re.At  this point I would lik e to turn to another, and separate, ground of object ion to continuatio n of the supplementals’ indi vidual ly sold autho rit y; name ly, tha t it  is unsound in principle for the Board to have  the power to do such thin gs as— 

(a) use the cert ifica te as a device to dict ate  schedules, equipment, and fa ci li ti es ;(&) issue certif icates  for  indi vid ual ly sold, route-type service, with out specifying p oints to be served ;(c) certi ficate on the basi s of “gene ral”  fitness, regardless  of the limited experience  and fitness of the par ticu lar appl icant.Befo re tak ing  up these points, I would like  to review briefly  the background  of the Fed era l Avi atio n Ac t of 1958 and its predecessor, the Civi l Aer ona utic s Ac t of 1938.As  the committee will  reca ll, the Ci vi l Aero nautics  Act of 1938 w as adopted to deal with a situatio n which one of the congressional committees recommending the legislat ion described as “c hao tic.”  O f the $120 mi llion  invested  in the indus ­try  to tha t date, ha lf had been lost. The excesses of  unregulated  competition and lack of security of route jeopardized ability to att rac t priv ate investors and build  the kind  of air  transport systems the public  interest demanded.  As the late  Sena tor Mc Car ran  eloquently put it, the legi slative  s tudies  b y this  committee and other committees “ revealed that if  we were to expec t air tran spor tatio n to develop into a sturdy form  of transportatio n, rath er than  a perilous adventure, the economic sta bili ty of  this  indu stry had to be assu red.”Progres s toward  this goal of  a  sturdy , economically stable , air transport indus­try is fa r from  complete. Fo r the investor in an air line , the adven ture has not
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ceased to be perilous. The  low earn ings and  fiscal turbulence of the  l as t 5 years 
make clea r th at  an air lin e cert ifica te is not a sinecure. They also make clea r 
that , a t t he pre sen t time, proposals for  change in basic elements of the  act  should 
be scru tinized wi th pa rti cu lar  care,  and  adop ted only if careful delibera tion  
ind icates they  wil l stre ngthen —and not  weaken—the underlying congressional 
plan fo r reg ulat ion of a ir  transp ortation .

The  keystone of thi s regula tory  plan, as has often been said,  is the  cert ifica te 
of publ ic convenience and necessi ty.

The Congress  has  carefully defined the  term s and  content of such certi ficate , 
and  the  conditions upon which it  can be issued,  so as to insure  th at  it  not  only 
will  give the hold er a mea sure  of secu rity  of route , but  also will assure  th at  his 
operations  wil lserve the public interest. At the same time, the act seeks to 
make sure  tha t cer tific ate holders will function as priva te enterprise—companies 
dedicated to public  service, subject to Government regulat ion in the public 
inte res t, but  neve rthe less  priva te ente rprise.

Thus, the certi fica te prescribes the  poin ts to be served,  and the  serv ice to be 
rende red. The cert ificate issues only af te r the  app lica nt has proved th at  the 
pa rti cu lar service author ized by the  cert ificate will serve the  public conven­
ience and necessi ty, and  has  also  proved th at  he is fit, willin g and able to 
perform  th at  service prop ertly and  lawfully. Once the  certi ficate issues, the  
holder is obligated to provde safe  and  ade quate  service, at  ju st  and  reaso nable 
rat es,  und er honest,  economical, and  efficient management. The certi fica te may 
not, however, be used as a device whereby a Government bureau  circumscr ibes 
and  controls the  holder ’s rig ht to provide the number of trip s, and the  equip­
ment and  faciliti es, which his service to the  public require s between the  point s 
and in th e type of service covered by his  certificate.

These  elements of the  cert ificate and the  certi ficat ion process are important 
and embody sound regula tory  concepts. The pending bills—S. 1969, H.R. 7318, 
and H.R. 7512—would de tra ct from the soundness of the  regula tory plan  in 
signif icant  respects.

IT  WOU LD  BE U N SO U N D  TO U SE T H E  CER TIF IC ATE  TO DI CT AT E SC H ED U LES,  EQ U IP M E N T , 
AN D FA C IL IT IE S

Take, first, th e matt er  of a cert ificate lim ita tion upon the  rig ht to  add to 
or  change schedules, equipment, accommodations, or f acili ties.

As I noted  a moment  ago, while the  act seeks to enl ist pr iva te enterpri se 
in  the  public  service, under app rop ria te regulat ion by a Fed era l agency, it  does 
not  contemplate th at  such privat e enterp rises will become mere cre atu res  of the  
Feder al agency. Thus, while section  401(e) of the  ac t di rec ts that  the certif icate  
shal l specify the  poin ts to be served, and the service to be rendered , by the  cer­
tificate holder, it  also  specifically s ta te s:

“No te rm, condition, or limitat ion  of a certi fica te shall restr ic t the  r igh t of an 
ai r c ar rie r t o add to or change  schedules, equipment, accommodations, and  f aci li­
ties  fo r perfo rming the auth orized tra nsp ort ation  and service as the  development 
of th e business  and the  demands of the pub lic shall require .”

This  is a very  imp ortant  provis ion to ins ure  th at  thi s ind ust ry is regula ted  
as privat e enterpri se serving the  public interest. It  says th at  once the  Board 
finds a given ca rr ie r fit to provde a given service—passenger, mail, cargo, heli ­
copter, or whatever—between specified point s, it  shal l not  then  seek to manage 
such details of his business as telling him wh at schedules he can operate, and 
when, or—to tak e ano ther example—whether he can use new o r only secondhand 
equipment.

This inhibition again st Government dic tati on of schedules and equipment is, 
we submit,  the  soundest  of regula tory  concepts. If  the public needs a ca rri er ’s 
service, and  t he  Board certi ficates the  car rie r for  t ha t service, the  c ar rie r should  
be free to compete as vigorously as he can, to build up his business  as  much as 
he can, to ope rate  as often as he can, and  to use whatever  equipment he can. 
This is, we submit, the  course  most consistent with  a free, competitive economy 
harnessed  to public service. If  the  very certi fica te th at  authorizes an air line to 
prov ide a pa rti cu lar service  were  also to lim it the  quantum of service to be 
provided, then we would have the  most vicious sor t of planned economy. The 
cert ificate holder  would be told to compete, bu t not too muc h: to serve, but  not 
too much; and to make his business as successful as  he could, but  not any more 
successful than  preorda ined  by the  regulatory plan.

We believe—and I would like  to make  this very clea r—that  it  is sound for  
the Boa rd to regula te by dete rmin ing wh at service the  public needs, by wh at
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car rie rs,  and  where . The  Boa rd should , we believe, be in a posit ion to ce rti f­
icat e two or six or nine or other number of ca rri ers to compete between a 
given pa ir of poin ts in passenger, mail, and  freight , or to cert ifica te only a 
single such ca rr ie r between a pa ir of points, as it  dete rmines  the  public ne ed ; 
to dete rmine th at  over certa in rou tes one or more all-cargo c arr ier s are needed; 
to author ize  helicopter service, or pickup mai l service, or escor ted tou r service, 
in cer tain area s—but not  in othe rs—in acco rdance wi th the  public  need. Such 
regulat ion of the  serv ice to be rendered , and whe re it is to be rendered, is sound 
within  the  concept of the  ac t. It  ha rnesses the  c ar rie r to needed public service— 
and  gives ful l scope to his in itiati ve  and inge nuity and resources to prov ide 
th at  publ ic service the bes t he can.

It  is not, on the  oth er hand, sound to att em pt to regula te by author izing a 
ca rri er  to prov ide a service,  but  only a lit tle  bit  of it. Such an approach  is 
uneconomic. It  circumscribes the  ca rr ie r’s opportu nity  to apply his ini tia tiv e 
and  en ter pr ise ; it  depr ives  him of the frui ts  of his end eav or;  and  it  inh ibi ts 
him a s a competitive force .

The provision of section 401(e) of the ac t which forecloses the Board  from 
condi tioning a cer tific ate so as  to lim it the  number of schedules was care fully 
drawn by the  Congress to serve ju st  such purposes  as I have outlined. A p ro­
posa l th at  the  reg ula tory agency be empowered to lim it schedules was  consid­
ered  at  some leng th—and then  killed—by a congressional committee . I will 
not, at  thi s time, review the  legis lative his tory  at  length.  A single  quo tati on 
should be sufficient. Commissioner  Joseph B. Eas tman apparen tly  struck  the 
proposal its  deathblow when he t es tif ied :

“While  the  bill gives the  Commission au tho rity to fix sta nd ards  of service, 
the  ai r ca rri ers propose th at  the  Commission be given specific juri sdictio n, 
upon complain t of other ai r car rie rs,  to limit the  number of schedules flown. 
This is an unu sua l lim ita tion upon competition, and they  should prove thei r 
case at  public hea rings before you propose  it. ” Hearings on S. 2 and  S. 1760 
before a subcommit tee of the  Senate Committee on In te rs ta te  Commerce, 75th 
Congress, 1st session, 338 (1937).

The Board,  nevertheless, would now like  to have thi s power. I t has, indeed, 
alread y—and  desp ite the  clear language of section 401(e) of the  act—sought 
to exerc ise such power. Ea rly  in 1959, it purported  to cert ificate some 25 ca r­
rier s, the  former large  irre gulars, for  a so-called suppleme ntal service. One 
featu re  of these cert ificates  was to have been a lim ita tion th at  the  holder  could 
not ope rate  more tha n 10 individual ly ticketed  flights  in each direction between 
any  given pa ir of points in any calend ar month. Such a lim ita tion clea rly 
viola tes both the  l et ter of the act, and  the  purpose of t he congressional man date . 
It  was, not  surp risin gly, stricke n down by the  U.S. Court of Appeals, Di str ict  
of Columbia Circu it. The purpo rted cert ificates  were  set asid e as  unla wful, 
and the  mat ter remanded to the  Boa rd for  furth er,  lawful, proceedings.

The cou rt thus,  in effect, told  the  Boa rd it had  und erta ken  to reg ula te in an 
unlawful  and unsound manner, and admonished it  to pursue, on rema nd, a 
sound regula tory approach.

We believe the  Congress should  likewise  d irec t the  Boa rd to develop a proper  
regula tory  approach,  within the  congressional mandate . We believe the  Con­
gress should re jec t proposals to  the c ontrary .

Under S. 1969 and H.R. 7318, the  Board would be given a pot ent iall y far - 
reac hing  bla nk check to condit ion ce rtif icates so as to control and  l imit schedules, 
equipment, faciliti es, and  accommodations. The Board would be empowered to 
issue  cert ifica tes for “supplem enta l ai r tra nsp ort ation ,’’ which would contain  
“such lim ita tions as to frequency of service, size o r type  of equipm ent, or oth er­
wise, as will ass ure  th at  the service so au thorize d remains  supp lementa l * * 
Moreover, section 401(e) of the  ac t would be amended so as to author ize , in a 
certif icate  for “supp lemental ai r tra nspo rta tio n,” lim itat ions “to as sure” th at 
the  services are  “limited  to supplemental ai r tra nspo rta tio n.”

These amen dmen ts are , in any  view, loosely draw n. The re is no underst and­
able definition of “supplem enta l ai r transpo rta tio n,” which apparen tly  could 
mean whatev er the  Board  chose to regard  it  as meaning, at  any given time, so 
long as the  Board inserted in the  cert ificate a lim ita tion on schedules or equip­
ment  “or o therwise” and said th at  this  would “assure th at  the  service so a uth or­
ized remains  supp lementa l.” The Board has  previously said,  in an order issued  
in 1955, th at  the  term “supp lementa l” is relative and “not  susceptible of rigid 
definition.” And, in an art icl e published the  following year , one Boa rd mem­
ber went  even fu rthe r and  cha rac ter ized the  local sendee  ca rri ers as offering
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“a valuable  supp lementa l service .” By the  same  token, the service  of the all ­
cargo  and  helicop ter carri ers could perhaps be deemed supplemental.  And, 
for th at  ma tter, I suppose it  could be argued  th at  the  services of any ca rri er  newly cert ificated  between  poin ts alread y being served are  suppleme ntal and 
therefore  subject to limitat ion to keep them  supplemental. S. 1969 and  H.R. 
7318 do not tie  the  limita tion the  Board could impose to 10 fl ights a month or 
any  other nu mbe r; it  could, for  all th at  app ears in these  bills, be 2 flights a 
day, or 5, or 10, or 50, or some number to be presc ribed in a period ic directive as  to the  curre nt definition of “supplem enta l.”

But  I  am not  h ere  to carp  a t the  looseness of the  d raf tsm ans hip  of these bills. We have, as I have tri ed  to indicate, a basic objection to any proposal th at  
would enable the  Board  to att em pt to regula te by contro lling  such ma tte rs as 
the schedules and equipm ent of a car rie r. We thin k this is unsound. We think 
the  Board has, for many years, been on an unsound regu lato ry tan gent by 
atte mpting  to deal wi th the so-called irregula rs or supplementals  on the  basis 
of limi tation of schedules.  I t is, we believe, high time  th at  the Board pursue 
a regu lato ry approac h to this g roup of  ca rri ers based on the regu lato ry princ iples  embodied in the  act.

H.R. 7512 would compound the  er ro r by wr itin g a numerical lim ita tion on 
schedules into the  act. It  avoids  the  pit fa ll of giving the  Board an undefined 
“blan k check” to limit schedules by certi fica te conditions. But,  having accep ted 
the  unsound principl e of schedule lim ita tion in a certif icate , it  proceeds to set 
the  limitat ion at  so high a figure—192 flights a year—as to make  the lim ita tion 
meaningless for  the  purpose it  is ostensibly inten ded to serve.
IT  WO UL D BE  UNSO UN D  TO P ER M IT  IS SU A N C E OF CERTIF IC A TE S,  FOR  IN DIV ID UA LLY  

SOLD RO UTE -T YPE  SE RV ICE, W IT H O U T  SPEC IF IC A TIO N  OF PO IN TS TO BE  SERVED

The first  sentence of section 401(e)  of the ac t provides th a t:
“Each  cert ifica te issued under thi s section shal l specify the  term ina l poin ts 

and  inte rmediate  points,  if any, between which  the  ai r ca rri er  is auth oriz ed to 
engage in a ir  tr anspo rta tion and the  service to be rende red * *

The requ irement th at  the cert ifica te designate the poin ts to be served,  as well 
as the  se rvice to be rendered, is, we believe, imp ortant  to the  sound impleme nta­tion  of the congressional regu lato ry plan. A ca rri er  could scarcely be expected,  
much less required,  to provide adequa te service, abse nt a desig natio n of points. The purpose of requiring the Board to find a  need for service  would be neglected 
if the  carrie r could then  fly anywhere. There  could be n either  secu rity  of route , 
nor  regula tory  control of competition, if ca rri ers were free  to pick and  choose, st ar t up and abandon, routes at  will.

As the legis lative his tory  of the  act will  show, the  Congress had  such con­
cepts in mind when it delibera tely  adop ted the  specification-of-points require­ment in  section 401 (e).

One of the  reasons  the  Board’s purpor ted  cert ifica tes for  “supplem enta l” ai r service were held unlawful is th at  the  Board ignored the plain  language  of 
this requirement, and sough t to issue  cert ifica tes which did not specify points, 
bu t auth oriz ed the holders to fly anywhere in individually  ticke ted services  
(subjec t to the  10-flight lim ita tio n) . This departu re from the act the  Cour t qui te proper ly struck down.

Here,  again , S. 1969 and H.R. 7318 propose  th at  the  Congress  change the  act  so as to override the  Court decision. The  suggestion is that  a certi fica te for  
“supplemental ai r transpo rta tio n”—whatev er th at  means—“shall  designa te the  
terminal  and  inte rme dia te poin ts only insofa r as the  Board shal l deem practic­
able and  may designate only the geographical are a or are as within  which service  may be rendered.”

This  we regard , for  reasons previously indicated, as unsound for  individually  
tick eted  services . An individually  ticketed  service, by its  very na ture, should 
be responsive to the  needs of the  public for service between  pa rti cu lar  points. If  the re is a need for  such rou te service, the Board should so find when it  issues 
the  ce rtific ate. If it cann ot so find, as to any  given pair of points,  the certi ficate should not  issue.

It  is to be recognized, however, th at  fo r a chart er service, specification of 
points  may not  be important. The  Congress so recognized when it  provided, in the  la st  sentence of section 401(e) of th e act,  th at  a  certi ficate holder may make 
ch ar ter trips  “ withou t regard  to the  points named in i ts certifi cate, und er regula­
tions prescr ibed  by the Board.” In so doing, the  Congress recognized th at  abil ity
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to conduct charter  trips, without being trammeled  by the par ticu lar combina­
tion of points set forth in the route certificate, was an essential adjunct to the 
route service. Where the customer’s requirement is for a planeload service, it 
frequently embraces a combination of points not wholly on the carr ier's  routes, 
and perhaps not covered by any combination of certificated routes. Moreover, 
since the demand for planeload service between any given pair of points is likely 
to be sporadic, it does not always readily lend itself  to advance specification of 
points in the certificate.

It  would, accordingly, do not grea t violence to the regula tory scheme if  the 
Board were to issue certificates solely for cha rter  trips  which, in lieu of spe­
cifying “points” to be served, designated the area  or area s within or between 
which the char ters  were to operate. The recent  Court litigation, as we under­
stand it, did not pa rticu larly  focus upon the propriety  of an “area” certifica te for 
all-charte r operations. On the other hand, there  could well be a question, at this 
juncture, whether an all-charter  certificate might not have to specify points, 
pursuant  to the first sentence of section 401(e) of the  act, even though the last  
sentence of that section might make such specification appear superfluous. If 
this  is deemed a  problem, a  simple clar ifying amendment should suffice to make 
crys tal clear the Board’s a utho rity  to issue all-charter  certificates on an  “area” 
basis. This could be modeled on the second sentence of section 401(e) of the 
act, and would read as follows:

“A certificate issued under this section to engage solely in c har ter trips  in air 
transportat ion shall designate the terminal and intermediate  points only insofar 
as the Board shall deem practicable,  and otherwise shall designate the area or 
area s with in or between which such charter  trips may be flown.”

We would have no objection to such amendment.
I T  WO UL D BE UNSO UN D  TO P ER M IT  CERTIF IC A TIO N  ON T H E  B A SIS  OF “ GEN ER AL”

F IT N E S S , REGA RD LESS OF T IIE  LIM IT ED  EX PERIE N CE AN D F IT N E S S  OF  T H E  PA R TIC U ­
LA R A PP LIC A N T

Section 401(d) of the Federa l Aviation Act imposes the basic requirement th at 
the  Board shall not issue a certificate unless it “finds tha t the applicant is fit, 
willing, and able to perform such transpor tation properly, and to conform to 
the  rules, regulations,  and requirements of the Board hereunder.”

S. 1969 and H.R. 7318 would modify this established “fitness” standard, in 
the  case of applicants for supplemental certificates, by adding the qualification 
that the Board “give consideration to the  conditions peculiar to supplemental 
air  transportation, including the natu re of the public need found to exist  and 
the extent of the obligation imposed on an air  car rier  engaging in such air  
transportation  to provide the service authorized by the certificate.”

This qualifying language was originally suggested by the Board las t year, 
for the following stated rea son: “The presen t stringent requirement of fitness 
should be reduced so that  only general findings of fitness need be made for supple­
mental  service.”

In our view, the Congress should not countenance the proposed tampering 
with the “fitness” test  for certification. It  is one of the act’s most important  
protections to the public intere st.

The “fitness” standard  is not, of course, a standard  peculiar to the Federal 
Aviation Act. The Congress incorporated exactly the same language in the 
Motor Carrie r Act of 1935, and for exactly the same purpose, to screen out the 
unfit and irresponsible, and thus protect  the public. Likewise, the same language 
appears in most State  public utility laws, many of which predate the Federal 
legislation.

The urgency of re taining and applying in a ir transportation  the fitness stand ­
ard—the “stringen t” fitness standard, if you want to use the Board’s adjective— 
can be readily documented. The long and sorry history  of the abuse and mis­
trea tment of the public by miscellaneous “nonsked” and “irre gula r” carrier s is 
a case in point. It can be directly related  to the Board’s failure to apply the 
fitness standard to these carri ers.

This committee is, of course, fami liar with the broad outlines of this sordid 
story. I would, nevertheless, like to review some aspects of it briefly, so as 
to put in perspective the importance of the  fitness standard. And, before doing 
this, I would like to emphasize our belief th at the bulk of the 25 car riers to whom 
the Board purported to issue “supplemental” certificates are  blameless of the 
sort  of misconduct which blackened the name “nonsked” and are no doubt fit 
for future  operations under  appropriate  regulatory autho rity. But—and this
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I would also like to emphasize—we do no t believe the Board has  yet  done the 
job it  shou ld have done, und er the  statute a nd in the  public interest, in screen ing 
out  the unfit.

The nonscheduled or large irr egula r carrie rs,  it  will be recal led, orig inally 
got into business some 15 yea rs ago und er a broad, blanket exemption which 
requ ired none of them to show eith er fitness or a need for his services. By 
1947, the B oard found th at  opera tions by some of this group had  “ * * * resu lted  
in  numerous  complaints to the  Board  concerning tar iff  and  operating pract ices,  
inclu ding  bu t not  limited to fa ilu re  of such carri ers to perform the  services 
agreed upon, gre at varia tions in the  far es  and rat es  charged by the same carri er  
for  comparab le service, fa ilu re  to make  refund s to  passenge rs and shippers  
for  transpo rta tio n not  performed, misrepresen tation of equipment, faci litie s, 
and  services, and  use of inadeq uat e and  makeshif t equipment  and  fac iliti es.” 
(Regula tions No. 388, May 5 ,1947,12 F.R. 3076.)
These  abuses of the  public  were, it will  be noted, the  typical sor t of thing 
likely  to occur where a ca rri er  goes into business withou t adequa te financial 
resources, a proper organiz ational basis, and a plan for  operations prep ared  
by competent  personnel—the classic tes ts of fitness, applied by the  Board in 
normal certi fica te cases.

But, unfortuna tely, the Board did not, at  th at  time, und ertake  a prog ram to 
apply a fitness sta ndard  to  these ca rriers . It  merely  requ ired the  “large ir ­
reg ula rs” to obtain a le tte r of reg ist rat ion —which issued upon a simple one- 
page appl ication, withou t any  require ment as to need or fitness. At one time, 
the re were 109 of these  le tte rs of reg ist rat ion  outstand ing ; the 25 carri ers to  
whom the  Board purpor ted to issue supp leme ntal cert ifica tes are the  survivors.

By 1949, it became apparen t the  “le tte r of reg ist rat ion ” program  had  not 
solved the  problem. The Board found th at  “♦ * * the  widespread abuses noted 
by the Boa rd in its  findings attached to the  revision of section  292.1 in May of 
1947 have not only continued, but in many resp ects  have become greater  and 
more  f lagrant.” (Regulations No. ER-142,  April 13, 1949.)

At thi s point , the  Board announced a program for  a car rie r-by-c arr ier  review 
of the qual ifica tions of each of the “larg e irregula rs,” looking tow ard  eith er 
canc ella tion  of the  c ar rie rs’ let ter s of reg istr atio n, or issuance of a specific in­
div idual exemption. This program was  not, however, car ried through.  Instead, 
in 1951, the Board  ins titu ted  the Large Irre gular Carrier Investigat ion, docket 
No. 5132. The specific fitness o f each of the  irregula rs and the  need for  his pa r­
ticula r services, were among the  s tated issues in this proceeding.

And, if ever a record showed the  importance  of painstaking applicat ion of the 
fitness sta nda rd,  thi s one did. Voluminous evidence was adduced by, among 
others, local governments  and  bette r business bureaus,  who—as the  Board  
found  in 1955—were “inte res ted  primarily  in assuring protection again st mal­
prac tices of which many irr eg ular  ca rri ers and their tick et represent atives  or 
owners have  been guilty.” Based on th is record , the  Board and its  examiners,  
in the ir 1955 decisions, cataloged—b ut in grea ter  detail—essentia lly the  same 
abuses the  Board  h ad found in 1947.

Thus,  it  was found in 1955 th at  “the record is replete  with evidence  t ha t the re 
has  been widespread viola tion of law and regu lation and fa ilu re  to fulfill the 
dut ies to the  public which a common ca rr ie r should assume. These  ma tte rs have 
taken the  form of * * * str andin g of passengers , fa ilu re  or refusa l to make 
refund s on tickets where the  prospect ive passenger was not  carried . Many 
operations have been sta rte d on the  bas is of complicated financial man ipulation s 
whereby the re was no money invested in the  business. In some cases, the  
transpo rta tio n tax  collected from the  travel ers  for  the Fed era l Government was used as work ing cap ita l.”

And the  exam iners declared  th at  while they “do not  find th at  all of the  
irr eg ular  ca rri ers have  engaged in these wrongdoings, so many have  done so 
th at  the m at ter canno t be sh rugged a side  as  one of iso lated  individual defections.”

This record, runn ing back so many years and fea tur ing  findings made, in 
almost the same words, in 1947, and  again in 1949, and again in 1955, is con­
vincing evidence of the importance of regu lation based on specific findings of 
each ca rr ie r’s fitness. On each occasion, the Board was  ref err ing  to the  sor t 
of abuse of the  public which most likely reflects  atte mpted  operatio n by a 
ca rr ie r lacking the  financ ial resou rces  and  organiz ational responsibi lity th at  
meet the fitness standa rd.

Agains t thi s background,  we believe th at  the  Congress should reje ct the 
Bo ard ’s presen t proposal th at  “only general  findings of fitness need be made for 
supp lementa l service.” For ent irely too long, the public  has had  to suffer  the
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consequences of operations by car riers who never met the fitness st anda rd which 
the Congress adopted in 1938.

As the Board has advised the Congress, the purpose of this proposal fo r gen­
eral findings of fitness is to enable the Board to rely upon the same sort of 
findings of fitness tha t it made in its 1959 decision g ranting supplemental certifi­
cates. These a re the findings which the court struck  down as not in compliance 
with the act. And even a brie f analysis of these findings will indicate doubt th at 
the Board has yet attempted an adequate  screening of these carr iers  for fitness, 
having in mind the important protection to the public involved. Thus, one of 
the applicants who was found fit had a net worth of barely $19,000, including a 
fleet consisting of a wrecked DC-3 purchased for $75, and another of the appli­
cants  had a negative net worth of over $188,000. The first had not operated at 
all for 6 years , and the second only sporadically since 1954; nevertheless, each 
was given certificate a uthority to operate nationwide passenger or cargo services. 
This sort of approach is vi rtually an open invi tation  to more of the stranding of 
passengers, failure or refusal to make refunds  which has been all  too frequent 
in the past.

Under the Board’s general findings of fitness, carr iers  which had formerly 
operated  only charter  flights, or flew exclusively for the military, were author­
ized to engage in individual ly ticketed passenger service; carr iers  which had 
flown only overseas were authorized to operate domes tically ; carrier s which 
had carried only freigh t were authorized to transport passenge rs; carriers 
which had operated mainly in or from Alaska or from southern California, 
were authorized to conduct all of the above types of operation throughout the 
United States. This sort of sca tter-shot approach to fitness the Court recognized 
as contrary to the congressional mandate. As the Court said : “In many in­
stances, the prior operations  of individual applicants had been small or 
specialized, and in many instances the financial resources, adequate  for the 
types of operations theretofore conducted by the carrie rs, were inadequate for 
operations of the scope authorized by the certificates.”

But the inadequacy of this generalized approach to fitness becomes even more 
apparent when one considers cases where the Board apparen tly would have 
certificated the applicant as “fit,” had not the vagaries of fate  caused it to 
reopen the  proceeding for additional evidence.

Thus, the Board’s 1959 decision found one applicant “fit” on the basis that,  
while its corporate balance sheet  showed inadequate finances, its  principal stock­
holder was a  man of means who could make good any losses. This, in itself, is a 
curious finding for a regulatory agency, since it seems to say tha t a wealthy man 
can rely on his personal wealth to establish financial “fitness” of an incorporated 
car rier —but still keep himself in a position to draw at will the corporate veil 
against the car rie r’s creditors. In any event, it transpired  tha t the principal 
stockholder had died shortly before the Board’s decision. The Board discovered 
this fact before the certificate had been physically delivered to the carrier, and 
withheld issuance of the certificate pending fur the r proceedings to determine 
what  provision, if any, had been made to replace the prior stockholder. The 
significant point may well be that , had death here occurred some few weeks 
later , when the certificate was firmly in the hands of the corporate applicant, 
there would have been no way for the Board to recall its action.

In another instance, the Board’s examiners found an applicant financially 
“fit,” but the Board deferred final decision because of a reported change in man­
agement. On September 25, 1959, the Board entered an order, consented to by 
the carrier, which suspended its operating authority  on the ground tha t it had 
become bankrupt and ceased operations, and because of its “failure to make 
refunds  of tickets purchased from it,” failure “to perform flights due to its 
financial inability to provide the necessary flight equipment and personnel” and 
“to give proper and adequate notice * * * to persons holding tickets and reserva­
tions,” which activities “caused grea t financial and personal hardships involv­
ing the subjection of many passengers to inconvenience and serious physical 
discomfort.”

And so, in September 1959, we find a Board order, directed to a car rier  which 
was apparently regarded as financially fit under the “general” fitness s tandards  
the Congress is now asked to approve, which echoes the same things the Board 
found wrong in its public statements  in 1947,1949, and 1955.

In our view, there is no reason why the Congress should now amend the act so 
as to validate  relaxation  of the fitness standard.
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THE “ FIRS T REFUSAL”  PROPOSAL IN  H.R . 7512 IS  UNF AI R TO TII E  PU BL IC AND  TH E 
SCH EDULED AIRL IN ES

R.R. 7512 proposes that , by law, “supp leme ntal ai r ca rri ers shal l have the  right  of first  refusa l in the operation  of all ch ar ter trips  in int ers tat e, oversea, and foreign  air transpo rta tio n.” [Emphas is supplied .]
This would mean  th at  a member of the  public would be denied  the  rig ht  to choose to chart er from a scheduled air line so long as any  supplemental exercised its  “right .”
The public would be deprived of this freedom of choice even if the  supple­menta l’s price were higher.
It  would be deprived  of this freedom of choice even if the  su pplemen tal’s equip­ment  were in ferior.
It  would be depr ived of this freedom of choice even if the supp lemental had lef t str and ed i ts las t th ree  loads of passengers.
It  would be deprived of this freedom of choice wha teve r the  potent ial char­te re r’s reason for  not wanting to c ha rte r from  th e supplemental which  demanded  its  “rig ht. ”
But thi s is not  all. The  supp lemental’s “rig ht ,” under the  sweeping language  of II.R . 7512, would  extend  so fa r th at  a scheduled airl ine  could not even operate  a ch ar ter over its  own certi ficated rou te so long as any supplemental asserte d its “right,” at  any price  and  unde r any conditions.
A case can be made for a policy, a regulation, or a law that  assures a ca rri er  of equal  opportunity, or even pre ferent ial opportunity , to provide  ch ar ter and contract  services over the routes for which it  holds cert ifica tes of public conven­ience and necessi ty. The c ertifi cate holder is obligated by law to provide ad equate service over the  route . I t is only equi table  to give him equal, or greater, rights  to ope rate  cha rte r and con trac t services over th at  r out e than  accrue to a ca rri er  who has  no obliga tion to serve the  route .
No case can, however, be made for giving c ar rie rs—such as th e s up plem en tal— who have  no obligation to provide any service  whatsoever , a sta tut ory righ t to oust cert ificated  ca rriers  from ch ar ter service over their own routes.

ALL-CHART ER AU THOR ITY  AFFORDS A SUITA BLE AND PRA CTICAL BA SIS  FOR SU PP LE ­
MENTAL CARRIER OPERATIONS

Certi ficates solely for char ter  dera ti ons would be consistent with the  regula­tory  approach  of the  act, and would rest  on sound princ iples. Such cert ifica tes would embody regu lation based on w ha t service is to be provided, where,  and by whom, instead  of trying to perm it cer tain ca rri ers to engage in a lit tle  sched­uled ai r transp ort ation , but  not  very  much. And it  is clear th at  con tract and chart er services  have provided a  f ert ile  and growing field for the  ce rtific ated sup- leme ntal ca rri ers—a field which, indeed, con stitutes the  bulk of the ir operations.The latest, revenue da ta for the supplementals , published by the Board, are  for the yea r ended Jun e 30, 1960. These  data  are based on the supp lementa ls’ official financia l reports to the  Board.  Comparison of the fiscal 1960 da ta with those for prior fiscal years shows tha t, since the Board by its 1955 decision enlarged the scope of supplemental ch ar ter operation s, the  supplementals have  expanded rapidly  in the  chart er field. The ra te  of increase, for the 25 certi ficated sup­plementals, is ind icated in the  tab le below:

Yea r en de d Ju ne  30—
C on tra ct  and  

ch ar te r 
revenues

Pe rcen t inc rea se

Ov er pr ior 
year

Ov er fiscal  
1956

1956_____ _________________________ ( Thousands) 
$21,910 
24,036 
27,788 
39,696 
47,111

1957_________ ____ _____ _ 9.7
15.6 
42.9
18.7

9.7
26.8
81.2

115.0

1958____ __________________
1959___ _________________
1960______________________ .
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During  thi s same  5-year period, while  the  ch ar ter and  con trac t reven ues of 

the  25 certi ficated supp leme ntals  more tha n doubled, the  ope rating revenues of 
the  domest ic trunklines increased by only about 12 percent per year.  It  is thus 
abunda ntly  clear th at  the  ch ar ter field which  the  Board opened to the  supple­
m enta l in 1955 gave them  a  very rea l opportu nity  for  business  growth.

These  same reve nue data,  as reporte d by the  supp lementa ls and published by 
the Board , a lso reve al th at  cha rte r and contract  services  have gene rated the  bulk 
of the  revenues  of most  of the  25 cert ifica ted supplementa l^ Individ ual ly 
ticketed  passenge rs and  individually wayb illed fre igh t services are of lesser im­
portance. Thus, for  the  2 -year period ended Jun e 30, I960, Transocean and U.S. 
Overseas—only two of the  cert ifica ted supp leme ntals—accounted for  almost 85 
perc ent of th e individually  sold revenues of the  e nti re group of 25 carr ier s. For  
the  remaining 23 carr ier s, ch ar ter and  contract  accounted for  94 percent of tot al 
tra nspo rt revenues, and  individually sold services accounted for only 6 percent.

The  eagerness with which some suppleme ntal ca rri er  spokesmen seek access 
to nonch arter ma rke ts should not  be permitted  to obscure the  fac ts as to the ir 
grow th and success  in cha rte r marke ts.

It  should be noted  th at  the  Board’s two hea ring exam iners, in their  ini tia l 
decision which led to the  Board ’s 1955 decision, orig inal ly found th at  the au ­
thor ity  granted these ca rri ers should be basically only to conduct char ter  opera­
tions,  and  should not include au tho rity to conduct individually  ticke ted services 
of a  route- type na ture. Two members o f the  Board  advocated the all -ch art er ap­
proach, but  were outvoted by the thr ee  members who f el t that  a limited individu­
ally  ticketed  autho rity should also  be granted . Thus, of the  seven men who 
devoted their  tal en ts and expertness  to deciding the  scope of the  author ization , 
fou r rejected  the  notion th at  the  10-flight g rant  for  individually  ticke ted flights 
would serve the public  inter es t and accord wi th the  sound regula tory  concep ts 
of the  act, while  only three  favo red a limitation -of-schedules approach.

Available da ta—such as those cited above—would seem to ind icate th at  the  
fou r were righ t, and  the  thr ee  were  wrong. This is particular ly so since  the  
thr ee  based the ir decision on the  notion  th at  the  “health and pro spe rity ” of 
the  cert ifica ted ca rri ers “permitte d” expa nsion of supplemental ca rri er  opera­
tions.  Whatev er may have  seemed to be the  “health and prospe rity ” of the  
scheduled air lines in 1955, in no yea r since could any such basi s have been 
asserte d for expanding suppleme ntal operations.

The Board has not, in any  public pronouncem ents since 1955, reaffirmed its  
1955 decision on the  basi s of reevalu ation in the  ligh t of developments since 
1955. It  has, at  each stage, merely said  thi s was  decided then, and  so should  
be done. Indeed , the cu rre nt  Board is in the  par ado xical position of ask ing the  
Congress to amend the  act so it  can cert ificate the  supp leme ntals  for  the  scope 
of operation s deemed sound in 1955—or for an undefined gre ate r scope of  ope ra­
tions—while  at  the  same time  it  asks the  Congress for an app ropriat ion  to hir e 
outs ide con sul tants to make a “stu dy” and tell it wh at the  proper role of the  
supp leme ntals  should be. The  Board has  requ ested a $50,000 app rop ria tion for 
thi s purpose. Par t of the justific atio n for  this request, in the Boa rd’s t estimony 
before the  Subcommittee  on Inde pendent Offices, House Commit tee on Appro­
priatio ns, on M arch 27 of thi s year , was  “We have  to have some detailed think ­
ing based on studies of wh at should be the  role  of the  supplemental ai r ca rri ers in the  futur e * * *. I do not think  any of us can  give you any answer  today 
on w hat we th ink i t should be.”

The situat ion  is accord ingly  th is : The “health and  pro spe rity ” basi s of the  
1955 decision is exploded. The  Board has not  reex amin ed th at  decision. The  
Board a ppears unc ertain  tha t i ts prior decision was  right.

Under all the circumstances , we subm it th at  th is is no time for  the  Congress 
to enlarge the  ope rating autho rity of the supp leme ntal ai r car rie rs.  Nor is it 
a time for  the Congress  to empower  the Board to enla rge the  supp leme ntals ’ 
ope rating authority , in an undefined manner,  at  an indefinite fu ture  time, un­
der  a  scheme which involves basically unsound regula tory principles. The most 
th at  the  Congress should do, at  thi s time, would be to amend the  act so as to 
make  clear th at  the  Board  could issue  cer tific ates  for  all -ch arter operations.

Such congressional actio n would not forec lose the  Board from completing 
its  stud ies—either through  outs ide con sul tan ts or through  its  own staff—and 
then proceeding as an up-to -date  eva luat ion of the  problem might indicate . 
Meanwhile, the  supp lementa ls would be enabled  to conduct all -ch arter ope ra­
tions, on a sensible and  pra ctical basis, consistent  with the  regula tory  precepts  of the act.
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For such reaso ns, we supp ort H.R. 7679. We oppose H.R. 7512, H.R. 7318, and S. 1969.
Mr. T ipton. In  reviewing the testimony which has been put  before 

the committee in the legislation tha t is before it, it appeal’s tha t 
what  the Civil Aeronautics Board has presented to the committee, 
and what they have asked the committee to do, is twofo ld: Fir st, 
to valida te certa in certificates issued a number of years ago to the 
supplemental air carriers, which certificates were held to be un­
justified legally by the court of appeals, and thus were held invalid.

Second, they have asked the committee to go beyond tha t, and 
to give the  Board broad new powers to issue a different type of certifi­
cate. The new type of certificate would be identifiable primarily by the fact tha t it could be issued notwi thstanding  one of the major  pri n­
ciples written into this statu te in the beginning. This committee 
back in 1938 and its associated committee in the Senate decided tha t 
the Civil Aeronautics Board in issuing a certificate could not place 
limita tions upon schedules, equipment, or accommodations of the air carrie r. The Board recommends that the committee abandon that 
principle with  respect to the supplemental certificates.

Those are the two things  the Board has asked this  committee to 
do. In  determining whether the Board’s recommendations should 
be agreed to, i t is impor tant to recognize the problems tha t will nec­
essarily result from going forward  with those suggestions. In  g ran t­
ing these original certificates to the supplemental carrie rs which in 
very brief provides tha t they may operate full plane charters and 
tha t they may operate each of them 10 trips  a month between anv 
two pairs of points in individually ticketed service, the Board  did, 
and recognized tha t they did, establish authority for a very high 
volume of additional air transportation operation in this  country,  
over and above the scheduled air  tran spo rt system which, as you 
gentlemen know, is a very elaborate, extensive, and highly competi­tive system. The Board recognized that , went forward and did it  anyway.

In considering whether tha t conclusion should be validated, ra ti­
fied in effect by this committee, it  is necessary to consider t ha t deci­
sion in  the ligh t of today’s conditions in the air tran spo rt industry . 
This committee follows the fortunes of the air tran spo rt industry 
very carefully, I know, and we appreciate it. But let me jus t empha­size some circumstances with which the committee is fam ilia r tha t 
affect our indus try right now. We are in a acute financial depres­sion, and there is no doubt about it. I will spell out in some detail 
the manifes tations of this depression.

It  is interesting to recognize that  when the Civil Aeronautics 
Board  issued these certificates some years ago in  the proceeding, the 
scheduled carriers argued  that the extensive certificate grants involved 
would hurt the scheduled air  transport indus try financially. The 
Board  took that  argument into consideration and issued these cer­
tificates with the elaborate additional air  tran sport authority they provided and said t hi s:

It  is the fun dam ental hea lth and  prosperity  of the certi ficated carri ers that  ha s permit ted  us to expand  the  are a of competitive services by those car rie rs,  and it  is the  same hea lth and prosperity  th at  permits us to enla rge the  are a of operations  of our supp leme ntal ai r ca rri ers withou t undu e concern over the  imp act of th is actio n upon our  certif icated system.
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That statement was made in the ir decision in  1955 which defined 

the scope of supplemental carr ier opera ting authority, and it  was 
on that basis tha t the Board  gave these carrie rs such extensive au­
thority  upon the basis that  at tha t time the health and prosperity 
of the scheduled a ir tran spo rt industry was sufficient to permit these 
elaborate grants.

Now, look at today’s situation, and it is necessary, since this  com­
mittee is asked to valida te the Board’s condition, it is necessary to 
see whether tha t fundamental  determination of the Civil Aeronautics 
Board  any longer holds true. I thin k very quickly the conclusion 
will be reached tha t that conclusion is not true. In  1960, the 12 
domestic trunkl ines  reported an indus try net profit of $1,188,000 on 
a gross business of $2 billion. What t ha t means is th is : The  domestic 
trunk lines  earned a profit, as profit,  5 cents on every $83 of sales. The 
typica l U.S. corporation earns about 5 cents on every dollar  o f sales. 
Consider this  record part icularly  on the basis of the Board’s con­
clusion in its general fare  investigation with which this committee 
is famil iar. It  was an important investigation which extended over 
a per iod of 41/  ̂years which had as one of its main purposes the deter­
mination  of what  rate  of return, what  level of profit, the indus try 
should have in order  to  continue its growth and development and in 
order  par ticu larly to finance itself th rough p rivate financing.

The Board  conducted this investiga tion with litera lly mountains 
of evidence before it, with many financial experts test ifying , including 
an expert especially re tained  by the  Board for the proceeding.

The Board determined afte r all this  tha t the retu rn on investment 
needed by the domestic trunklines  to continue the ir development to 
finance themselves was 10i£ percent on thei r investment.

Mr. Williams. You mean 10i£ percent annually  on the ir invest­ment?
Mr. Tipton. On the ir investment, that is r ight . A rate  of retu rn of 10i/£ percent on the ir investment.
To illustrate what  th is means in terms of money, the investment of 

the 12 trunk lines attributable to domestic operations in 1960 was 
slighly over $1.6 billion. On this they should have earned at the rate 
of retu rn found needed by the Board $172 million. This  would have 
covered interest payments of $43.8 million and provided a profit afte r 
interes t of $128.2 million. Instead, as previously stated, the tru nk­
line profit aft er intere st was only $1,188,000, or an earnings deficiency 
of $127 million. That is not just  1960. That has been going on now 
for 5 years. We have an accumulated earnings deficiency on tha t basis 
over this 5-year period of $285.2 million. A deficiency of t ha t much.

There is a table on page 11 of my statement which sets for th in 
detail those figures. I shall not read it except to point  up the fact 
tha t it does illustrate  how far  short the industry is fall ing  of what 
the Board considered after this investiga tion was necessary for our 
development. There are one or two things th at need to be emphasized about that table.

One thing  i t does is tha t it shows we have had  a great growth in 
traffic. It  shows furth er tha t that  g reat  growth in traffic has no t been 
carried forward to earnings. This is a very important characteristic 
because it indicates great promotional efforts and successful promo­
tional efforts in making traffic grow, but no earnings.

72536— 61------ 15
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The second thin g th at is extremely important to th is committee th at 
has long been familiar with railroad difficulties is how our interes t 
charges have gone up. In  1956, as you will note, we had $10 million 
annually of interest to pay. Th at is a  fixed charge  you have to pay 
or go bankrupt .

Mr. Friedel. Mr. Chairman, may I  ask the witness a question?
Mr. Williams. Mr. Friedel.
Mr. F riedel. Mr. Tipton, on page 11, I  notice in 1960 your operat­

ing revenue was $1,943 million. Your ne t profit shows $1,200,000.
Mr. Tipton. That is right.
Mr. F riedel. Then you show a  rate  of retu rn of 2.7 percent. If  

you show a net profit, how can you show a deficit ?
Mr. Tipton. In  considering what the Board means and what we 

mean by rate  of return, i t is actually your profit-plus-interest charges. 
So in measuring the rate  of return, the  net profit was $1.2 million 
as you notice on the bottom there, the interest on debt was $43.8 million. 
That is w hat we had to pay in intere st before we go t what  was left  
over. That works out to a rat e of return  on investment of 2.7 percent.

Mr. Friedel. Are you antic ipating your earnings deficiency on what 
the CAB feels you are entitled  to?

Mr. T ipton. I  see where I have not made myself clear. We are not 
showing an industry deficit. We are coming about as close as we can 
to it. We are not showing an industry deficit. We actually made a 
little bit less tha n $1,200,000.

Mr. F riedel. I understand that.
Mr. T ipton. But on the B oard standard  our deficiency on what  we 

should have earned in order  to be in good shape was $127 million.
Mr. F riedel. You are thinking  of the rate  of r eturn tha t the CAB 

thou ght you should make on your investment. That would have been 
$127 million more.

Mr. Tipton. Ju st  about—$128.2 million. What I  am emphasizing 
here is tha t the Board set up a standard of  what we should have made 
in order  to be regarded as economically sound, which is our objec­
tive, and the ir objective, too, and in th is 5-year period we have fallen 
short by $285 million. I was emphasizing, as I  went a long here, that 
our interes t charges have gone up from $10 million in 1956 to $43.8 
million in 1960, over a 5-year per iod. This year we were able to meet 
those interest charges, but just  barely. Our jet reequipment program 
is continuing and fur the r borrowings  will be required and fur ther 
increased interest charges will be involved. I emphasize the interest  
charges part icularly because they are a fixed charge. They can’t be 
passed like a dividend. They are a fixed charge and you must make 
it or you will go bankrupt. That is  just real clear. The reductions in 
earnings  have a fur ther im portant impact. Our industry has all du r­
ing its existence maintained it self, and mainta ined its growth and its 
development of new equipment and new practices and the like, to a 
very high degree on retained earnings. I am sure ai rline stockholders 
would agree with me on tha t, because airline  stockholders have not 
received much attention or money. When we have earnings deficiencies 
of this sort, we still have to main tain and continue our development. 
So what th at means is borrowings instead of using re tained  earnings.

As these figures quite clearly show, the industry cannot manifest 
tha t growth  and prosperity at the present time tha t the Board  re lied
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upon in grantin g these certificates original ly. We do not have the 
health  and prosperity tha t they refer red to. As a matter  of fact, 
with the heavy burdens  o f the jet revolution being compounded to a 
certain  extent  by a leveling off presently of our growth , and tha t 
leveling off is carry ing forward into the first 4 months of this year, 
too—we suffered a $16 million loss as an indus try, and this is not 
an earnings deficiency. This is a loss o f $16 million for the first 4 
months of th is year. It  is a matter  which is giv ing our industry deep 
concern, and I thin k it must give this committee deep concern, too.

Now, it is sometimes said, and has been in the past, that the scope 
of authority  of the supplemental carr iers does not make any differ­
ence anyway because they have no impact on the financial health of 
the scheduled airline  system. I think we must examine that conclu­
sion very carefully now, because of the very difficult state of the sched­
uled a ir transpor t system’s financial health at the moment. So let  us 
look at  the  traffic figures of the supplemental carriers , the 25 supple- 
mentals, that the Board issued certificates to.

The latest  data published by the Board on their financial and oper­
ating  resu lts is for  the fiscal year ending Ju ne 30, 1960. Dur ing tha t 
year the 25 supplemental certificate holders reported individually  sold 
revenues of $11,574,000. In addition, individually sold revenues of 
$9,764,000 were reported by irregular carrie rs whom the Board  did 
not certificate. The aggregate  revenues were $21,338,000 f or the sup­
plemental carriers.

Mr. F riedel. Can you break tha t down between the milita ry and the 
public?

Mr. T ipton. This  is individually ticketed traffic. I t does not in­
clude char ter traffic where most of the milit ary traffic is carried. It  
may include some individually ticketed mili tary  personnel, but it is 
not prim arily  tha t, I am sure; $21 mill ion in the aggregate. Just to 
get the significance of tha t figure, t ha t happens to be 17.7 times the 
domestic trunkline profit for 1960.

Mr. W illiams. Are you refe rring to the gross revenues received by 
these supplemental carrie rs ?

Mr. T ipton. Th at is right.
Mr. Williams. And are you referr ing to your net or your profit ?
Mr. T ipton. Th at is righ t, the $21 million of gross revenue from 

individually ticketed traffic.
Mr. W illiams. Do you know how much was profit to these supple­

mental carr iers?
Mr. T ipton. No, I  can’t state the ir profit. The point is tha t this 

is $21 million of revenue that  was diverted from a scheduled airline  
system which in view of the fact tha t tha t system must operate  any­
way and has been opera ting during this period at load factors of 
under 60 percent, if carried  by the certificated carriers, would have 
been carried forward to net profit by the certificated carriers. The 
important thin g here is the amount of traffic diverted, and not the 
profit the supplementa ls made on it. What is more, as you look at 
the patterns  o f service provided  by the supplementals , you frul tha t 
they are conducted over routes served by the certificated < arriers. 
The flight reports show t ha t they were almost all over routings di­
rectly competitive with scheduled carr ier routes. For example, 
Transocean’s operations  were p rincipally  between Hawaii and Cali-
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fornia . U.S. Overseas operated almost entirely in the classic non­
schedule pa ttern, New York-Miami and Chicago-Miami and between 
New York and Los Angeles and San Francisco, usually via Chicago. 
Capitol concentrated on the Chicago-Miami and New York-Miami 
markets. The patt ern  of operations also indicates how this  10-flight 
authority  for individually ticketed business can do real damage in 
specific instances. For example, the New York-Miami operations 
of U.S. Overseas and Capitol, each of those carr iers tended to operate 
about eight flights a month in each direction between New York and 
Miami. These flight were almost without  exception on the Friday, 
Saturday , and Sunday period, the time of the week when traffic is 
best in tha t marke t as vacationers s tar t and end th eir trips.  So th at 
the three scheduled carriers  tha t operate the service, New York- 
Miami, were lef t wi th the  lean days of the  week and given less oppor­
tuni ty to recoup on what should have been the best traffic days.

Mr. Friedel. Are you saying tha t the three supplemental carriers  
fly from Miami to New York?

Mr. Tipton. The supplemental carrie rs tha t I was refe rring to 
here are U.S. Overseas and Capitol, two of them, tha t conducted 
operations between New York and Miami. There are three sched­
uled airlines tha t operate tha t same route, Miami-New York. Tha t 
is Easte rn, Northeast, and National. In  considering these operations 
by the supplemental carrie rs on the weekends, as I have noted, you 
have to take into account the fact, noting again the cha rt on page 
15, Eas tern, National, and Northeast in  the aggregate lost $19 million 
opera ting tha t route during 1960.

Anothe r illust ration  of the impact  of this indiv idually ticketed 
supplemental operation on scheduled carrie rs is th e operation which 
we have just  seen develop in recent months dealing with  recru it 
traffic from the Northeast  to San Antonio and from Chicago down 
to San Antonio. It  indicates a method of service tha t is obviously 
possible under the 10-trip authority  and which should give everyone 
concerned a great  deal of difficulty. Here is the pi ctu re:

Quite a long time ago the scheduled carriers  developed a very exten­
sive program in convincing the  military agencies tha t they could use 
air  transportation to serve the ir recruit traffic, the ir traffic moving 
recruit s from all parts of  the country into the major training base a t 
San Antonio. They got convinced, and the scheduled carrie rs devel­
oped a good business tha t way. Recently, that recruit business has 
tended to dry up, for this  reason. Several of the supplemental car­
riers who have the  ri ght to operate 10 trips a month between, for ex­
ample, New York and San Antonio, and Chicago and San Antonio, 
have arran ged their  operations  so tha t they in effect provide service 
5 days a week up and down tha t route. The recruit traffic thus is 
provided with the necessary service, and in effect what has happened 
is tha t the scheduled carrie rs that long handled tha t business have 
become supplemental to the suppl ementals, because there  are carriers 
in New E ngland tha t gathe r up the recru it traffic, take the short haul  
into New York or Newark, pick up by supplementa l opera ting the 
pat tern  I have described into  San Antonio. If  the supplementa l in 
arranging this transporta tion find th at they have more recruits  than 
they can handle on a par ticu lar flight, they put them on the scheduled 
airlines so we back them up, in effect, with capacity.
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The net effect of  i t is that the scheduled system has lost tha t traffic 
and it has moved into supplemental operations. It  amounts, as I  re­
call, to 1,400 passengers a month out of New York and 1,200 pas­
sengers a month out of Chicago. Th at is a very substantial diversion.

Mr. F riedel. Wh at is the reason for tha t? Can they do it cheaper 
or furni sh better service ?

Mr. Tipton. They can do i t cheaper. They don' t have to operate 
service all the time. They can arrang e their loads very effectively so 
as to move them at very high load factors. The net effect has been 
to provide th at  kind of diversion.

Mr. F riedel. Will  you develop tha t mat ter where you said three 
supplementa l ai rlines work together  and run 5 days a week?

Mr. Tipton. Th at is ligh t. Under the Board’s certificate auth or­
ity, each one is permit ted to operate in individually  ticketed services 
10 trips a month. Fo r three tha t is daily. If  three get together in 
the ir service, th at is a daily service between these two pairs  of points. 
That is a pretty dependable service going every day.

Mr. F riedel. I s th at  permitted under  the  present law ?
Mr. T ipton. I have not examined the legality  of this  par ticu lar 

kind of operation. At least no one tha t I  know of has made a charge 
of illegali ty agains t it. There  might be some question about it, but 
we have not made any such charges. The fact  of the matt er is tha t 
it  can be done.

Mr. W illiams. I t would a ppear to me tha t there might be a possi­
bility tha t the an titr us t laws migh t take over the cases where these 
airlines get together and operate in th at fashion. Have your  attorneys 
explored tha t possibility ?

Mr. Tipton. No. I am too awestruck by th e difficulty of the anti ­
trust laws to make an offhand comment on it, too. I must say I  never 
considered the  possibilities tha t there was an ant itru st violation here.

Mr. W illiams. I would think th at the a irlines would consider prac­
tically every possibility if they are really this much concerned over 
the operation of these supplementals. I just  wonder what steps have 
been taken by the airlines.

Mr. T ipton. I will tell  you what  steps have been taken. There  is a 
clash of salesmen over it right now, each one try ing  to sell the trans­
porta tion people of the mi litary on rout ing the traffic their way. That 
is what the airlines are doing about i t right now. I suppose tha t is a 
pre tty good thin g to do about it. I think tha t it does illu strate  the 
point. Of course, it is not the first time tha t anyone ever considered 
this possibility because it  is an obvious possibility to run these opera­
tions end on end between two pa irs of points and wind up w ith a daily  
service tha t really provides grea t difficulty for the airlines over whom

Jrou are operating. In  the Miami-New York business it is particu - 
arly difficult because tha t is a very highly  compet itive route in which 

the carriers  are having real trouble. In  tha t case any bit of traffic 
tha t goes off a scheduled airline system gives them reason for concern.

One br ief comment on H.R. 7512 which provides for the operation 
by each of the supplementals of 192 individua l ticketed flights a year. 

Mr. Williams. Th at is the Moulder bill.
Mr. T ipton. That is right . That would permi t one supplemental 

to operate a daily service fo r 6 months between his chosen two pairs  
of points or more. Then a second could move in for the second 6
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months. It  would be a very simple matter  of tran sfer ring  personnel 
from one payrol l to another every 6 months and establish a da ily serv­
ice just about anyplace you wanted to establish it. I thin k the net 
effect of this, considering the great difficulty with which the  scheduled 
indust ry is faced now, is th at adding this individually ticketed service 
with all of its possibilities of  confusion and chaos and  expanded un­
known competition, tha t it is quite clear th at the extension of th is in­
dividual ticketed authority  holds possibility of hurt ing  the  scheduled 
system a grea t deal. I t is in a situation righ t now where it cannot 
afford to be hurt  further.

I have been talking for the most p art  about the practical present 
applicat ion of the individua lly ticketed authority. Let me move now 
to a discussion of this Board proposal in principle. They propose 
tha t in the case of a supplemental certificate they be permit ted to 
regulate  the schedules, equipment or accommodations of a carrier— 
a certificated carrie r—in any fashion they choose. A supplemental 
certificate really is not defined in the bill proposing it. The Board 
has, I am sure, recognized tha t the term “supplemental" is a very 
vague term, one tha t does not submit to easy definition. Neverthe­
less, by calling a certificate supplementa l, the Board  is relieved of 
this prohibi tion which fo rbids them to regulate  the schedules, equip­
ment, or accommodations of a carrier. That prohibi tion which ap­
pears in 401(e) of the  Federa l Aviation  Act did not just get in there 
when nobody was looking. Tha t was a provision which was disputed 
before the committee, discussed a t length, and it was finally inserted. 
As a mat ter of fact, it  was at the suggestion of Commissioner Eastman 
of the ICC  tha t the committee decided that  a regulatory agency should 
not be given tha t power. I don’t think tha t the regulatory  agency 
should ever be given th at power, because it  permits  not regulation  but 
management. Regulate your schedules—so many schedules a month, 
a week or any other kind of limitat ion on schedules th at  seems to be 
appropriate at the moment. Equipment—decide your  equipment, 
what kind it shall be, how much i t shal l be. Accommodations—what 
provisions shall be made for the traffic that you are going to carry. 
It  was a wise decision to say that if a certificate was issued, those 
phases of the operation could not be regulated by the regulatory 
agency but were to be determined by the management.

This limitat ion upon schedules in effect says th at we are  going to 
certificate you to provide a type  of operation, but we are going to fix 
it so tha t you can’t provide very much. It  says you can develop, but 
not very much. You can operate, but not very much. You can pro­
vide a public service, but  not very much. One difficulty with tha t 
is that  it is jus t contrary to human nature. An opera tor who gets a 
certificate is successful, he wants to expand his business and to move 
on and to give more public service. It  is flying in the face of  tha t 
tendency to say tha t he cannot give very much of it. Under the 
present law, the certificates require  service over these routes, and they 
in effect tell you, “You expand and develop your business the best 
way you know how,” and tha t is what has been done. Tha t is to the 
great credi t of the indust ry, I think, even though we have gotten 
ourselves into difficulties as the result of it from time to time. The 
important thing is tha t if you authorize  a carr ier to conduct a p ar­
ticu lar service, then he should be permi tted and required, as a matte r



LI MIT ED  AIR  CARRIER  CE RT IFI CA TES 227
of fact, to develop his business the best way he knows how, to  use the 
equipment tha t he thinks fits his service, to provide the accommoda­
tions tha t he thinks  are right . No regulatory agency should be per­
mitted to tell him he can’t. As we have said to the committee, we 
have suppor ted the giving to the supplemental carriers a full plane 
char ter authority.  In making that recommendation, we have con­
templated tha t the ones tha t have this  full plane char ter authority 
within  a par ticu lar a rea will be told  “Operate just as many charters  as 
you can get and operate the finest equipment you can get  hold of, or 
the oldest, so long as it is safe, depending upon your managerial  
judgment.”

We would not like to have this  type  of restriction imposed upon 
scheduled carriers and we don’t recommend them for  anybody. I 
thin k the Board is asking for too much when they ask to be relieved 
of th at restrict ion. I think this committee would be doing long-term, 
grea t damage by withdrawing that princ iple from the statute . I am 
turnin g now to page 33 of my statement.

I want to talk now again  in princ iple rela ting  to  the Boa rd’s pro­
posal. At  the present time th e st atute  provides tha t a certificate may 
not issue to an appl icant unless the Board  finds tha t the appl icant is 
fit, willing, and able to perfo rm such transportation prope rly and 
conform to the rules, regulations and requirements of the Board there ­
under. The Board  asked the committee to endorse a change in the 
law, which would add a qualification to tha t, which would say in 
effect tha t giving  consideration to the conditions peculia r to sup­
plemental air transpor tation, including the natu re of the public need 
found to exist and the extent of the obligation imposed on an air  
carr ier engaging in such air transportat ion to provide the service 
authorized by the certificate.

This qual ifying  language is a litt le difficult to understand. The 
only real basis for  understanding as to what  it is intended to mean 
is the reason given by the Board  which says th at the present stringent  
requirement of fitness should be reduced so tha t only general findings 
of fitness need be made for supplemental service.

Here again the committee, I  believe, would be making an unsound 
recommendation if it  concurs with any reduction in the standards 
of fitness which are now in the Civil Aeronaut ics Act. The com­
mittee should be convinced not on the basis par ticu larly  of wha t I  
say here, but what the Board  itself has said. The Board, aft er sev­
eral years of operation of experimental or irregular carrie rs, what­
ever th eir names were during this period, in 1947 aft er an investiga­
tion the Board  found tha t some of the operations of the group re­
sulted in numerous complaints to the Board  concerning tarif f and 
opera ting practices, including but not limited to  failure of such car­
riers  to perform the services agreed upon; grea t varia tions  in fares 
and rates charged by the same carrier for comparable service; failu re 
to make refunds to passengers and shippers for tran sportation not 
performed, misrepresentation of equipment, facilities, and services, 
and use of inadequate  and makeshift equipment and facilities. These 
were public abuses which were cropping up because author izations 
for these carr iers to operate had been issued without any test of fitness.

Mr. W illiams. Was tha t the old North American case?
Mr. T ipton. That was a general investigat ion, I think , Mr. Chair­

man. In  1947 the invest igation was a general investigation. I t
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resulted in that kind of conclusion by the Board. Then in 1949, 
after some fur the r attempts at regulat ion, but not the introduction 
of real tests of fitness, the Board  again found tha t the widespread 
abuses noted by the Board in its findings, th at I have just  read, have 
not only continued, but in many respects have become grea ter and 
more flagrant.

Then in 1955, on the scope of authority  for  supplemental carriers, 
the Board reached virtually the same conclusion in a quotation which 
I shall not read, appearing on page 37 of my statement . That m ani­
fests the resu lts of the failure on the par t of the  Board for many years  
of not applying tests of fitness in authorizing flight carriage in the 
United States. It  i llustra tes as good as  I  can say the need tha t Con­
gress contemplated when they wrote th at test of fitness in the sta tute. 
It  should not be changed.

In  discussing this , the Board has told the committee th at the pu r­
pose for establishing these general findings o f fitness is to enable the 
Board  to rely upon the  same sort of findings of fitness that it made in 
its 1959 decision granting supplemental certificates. These are the 
tests of fitness t ha t the Court struck down as not in compliance with  
the statute. We believe, and obviously the Court reached the same 
conclusion, th at the Board did not even then give an adequate t est of 
the fitness of the carrie rs th at it was considering. One of them, who 
was found fit, had a net  worth of barely $19,000 inc luding a fleet con­
sisting of a wrecked DC-3 purchased for $75. Another had a nega­
tive ne t worth of over $188,000. It  is tha t kind  of economic weakness 
or complete lack of any economic streng th that results in public abuses 
of the kind the Board  had previously talked about.

I think that a review of the m ateria l contained in my sta tement, as 
well as the material to which reference has been made, will make i t 
perfect ly clear tha t the Board’s request for this amendment is not in 
any respect justified. I would have no doubt tha t most of the supple­
mental carrie rs who are  now ope rating would tell you the same thing  
I  am telling you. The test of fitness should be severe and stringent  
and what is more tha t they can pass them. I think there can be no 
argument for supporting tha t recommendation of the Board.

Now, to come to the concrete suggestion which we make to the 
committee. It  has often been said, and I have of ten been charged to 
being dedica ted to putting the  supplemental carriers out  of business— 
and tha t is far from the case—I think that they have established a 
place for operation and have justified authority to operate. I think 
they have done a job in  the char ter field. I think that they should 
have the ir certificates validated with respect to full plane charters.

The legislation pending before the committee providing for the 
necessary amendment for that purpose we suppor t. It  is a simple 
amendment. I t is H.R. 7679 introduced by Mr. Collier. It  provides  
the necessary amendment by which valid certificates can be issued 
providing  for  char ter service. We do not believe tha t it is either 
necessary or wise to include in tha t authority  individually ticketed 
authority.  The record made by the supplemental car riers shows that  
the field in  which they have been devoted most of their  time, and have 
been most successful, is the char ter field.

On page 43 of my statement  appears a table which I  think is of great 
significance, because it shows the  growth of char ter development by
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supplemental ca rriers from 1956 through  1960. I t shows that  during 
tha t period the ir revenues have more than doubled in the  charter Held, 
and to give a basis fo r comparison of the general growth  of air  tra ns­
porta tion, the operating  revenues of domestic trunk lines  increased by 
only 12 percent per year durin g that period. The cha rter field is obvi­
ously one in which there is room for growth,  and in which they have 
been successful. The charter  field has provided the bulk of the reve­
nues of most of the 25 certificated supplementals. For a 2-year period 
ended June 30, 1960, Trans-Ocean and U.S. Overseas, only two of the 
certificated supplementals, accounted for almost 85 percent of the  in­
dividua lly sold revenues of the entir e group of 25 carriers. Fo r the 
remaining 23 carrie rs, charter  and contract accounted for 94 percent 
of total transp ort  revenues, individually sold services for only 6 per­
cent.

Considering the fact that the char ter field has been demonstra ted 
to be one in winch the supplementals have been successful in producing  
this  growth, and considering the fact tha t the individually ticketed 
service proposals demonstrably impa ir the ability  of the scheduled 
airline system to maintain itself, it would seem clear to us that the 
prope r course would be to  provide the necessary amendment so th at 
certificates for  charte r service can be provided and limited to the p ro­
vision of charter services.

We recommend, therefore , to the committee th at the bill I jus t re­
ferred  to, H.R. 7679, be repor ted, and that the Board’s proposals and 
the proposal as you h eard from Mr. Moulder, be rejected, not only be­
cause of th eir practical adverse effect, bu t because of the violation of 
the basic principles of th e Federa l Aviation Act, which both of them 
manifest. Thank you very much.

Mr. Williams. Thank you, Mr. Tipton. As has always been the 
case since I have been a member of this committee, you have made a 
very excellent presentation of the point of view of your association. 
Mr. F riede l ?

Mr. F riedel. Mr. T ipton , I  also want to compliment you on a very 
informative statement. You are in favor of the Collier bill. That 
would only limit them to charte r service.

Mr. T ipton. The Collier bill would authorize the Board to issue 
char ter certificates but would not make the amendments which are 
necessary to pe rmit  this  limited individually ticketed business.

Mr. F riedel. Wh at is your definition o f charte r service?
Mr. Tipton. The basic definition of a charter  is when the entire 

capacity of an airplane is taken by a person for his own use. In  s tat ­
ing th at definition, I thin k th at all of us have  to recognize th at defini­
tion of charte r does involve difficulties. I t always has and presumably 
always will. The important th ing  is that the char ter be a valid char­
ter  of  the entire airplane without permit ting  evasions of the statute , 
both the rate regulations and the certificate regulations , by the crea­
tion of charters by travel agents or others who create charters com­
mercially.

Mr. F riedel. Mr. Tipton, I  don’t know whether or not you were 
here, but it was brought out in the testimony that the temperance 
group wanted to charter  a flight. They found out t ha t one of these 
persons had taken a drink before, and he was not a member of the 
temperance group, and they could no t cha rter  the plane. Would  that 
be your definition of a charter flight ?
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Mr. Williams. May I  inte rrupt you there, Mr. Friedel? As I  re ­
call—and correct me if I am wrong—the flight was charte red but 
there was a point raised apparent ly by the ATA tha t because one of  
the members had been seen to take a drink this  was not a homogeneous 
group under the definition as it was propounded by the Board and 
they interceded in an attempt to keep this char ter flight from being 
granted. I think  tha t is the way it was. I think the intervention 
was unsuccessful but it did constitute  harrassment and the objection 
was made to tha t type of harrassment. Are you familiar  with tha t 
case?

Mr. Tipton. No. I do want to say this, Mr. Chairman. In view 
of my many appearances before this  committee in support of drinking 
on board airplanes, I am sure you will believe me when I say th at the 
intercession tha t you r efer  to was not from the Air  T ransport Asso­
ciation. I am not fa miliar with t ha t case, Mr. Friedel.

Mr. Friedel. I am try ing  to get the definition for char ter service.
Mr. Tipton. We have had a definition of char ter service in pa rt 207 

of the Civil Aeronautics Board’s regulations for quite awhile, which 
is used to regulate  the performance of char ter service by scheduled 
air  carriers. As you recall in the  statute , a scheduled airline ithat 
gets a certificate can provide charters without reference to the points 
named in its certificate, subject to regulations provided by the Board. 
They adopted such regulations and they have been in effect fo r many 
years. I t has proved to be a workable definition of  cha rter. I would 
be glad to submit tha t regulation to the committee, with additional 
comments, if tha t would be helpful .

Mr. W illiams. Do I understand that applies only to the case of 
oversea flights ? That is where homogeneity is not imposed.

Mr. Tipton. May I introduce Mr. Clif Stra tton , assistant general 
counsel of the Air  Transport Association, who will go forwa rd with 
tha t one.

Mr. Stratton. Pa rt 207 to which Mr. Tip ton refe rred  applies to 
scheduled certificated carrie rs both on domestic and overseas or for­
eign flights. The homogeneity rule so to speak tha t you referred to 
as I  unders tand it comes out of the transat lant ic charter policy which 
applies to the specific exemptions for conduct of t ransatlantic  charters 
by carriers  other than those certi ficated for those routes. As I under­
stand, it is basically the same as the IAT A carriers arrived at by 
agreement with themselves to have an indus try self-regulation. So it 
has been made uniform in tha t respect as far as the North Atlantic is 
concerned.

Mr. W illiams. The question, then, in my mind, as to why this 
would not be applicable all the way across the board if it is desirable 
in the interest  of the public, is why -would i t not be applicable to 
domestic charter flights as well as oversea charter flights?

Mr. Stratton. The only suggestion I could make offhand on tha t 
is t ha t I don’t believe there have been serious problems domestically 
of the type tha t were encountered in the North  A tlant ic with respect 
to sort of fictitious charters, you might  call them, where in effect 
somebody would allegedly charter  an airplane, and then go ou t and 
peddle the seats for whatever he could get the members of  the gen­
eral public to pay. I t evades the tarif f rules and breaks down the 
purpose  of having certificates.
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Mr. W illiams. The same problem could arise in domestic flights as 
easily as in transatl anti c flights.

Mr. Stratton. I t could, sir. I imagine if it began to become the 
same sort of problem domestically, you might well find attempts to 
arrive  at  the same sort of thin g th at they have deal t wi th in the tr ans ­
atlan tic char ter policy and over the N orth Atlantic in these rules.

Mr. W illiams. Do you advocate, Mr. T ipton o r Mr. Stra tton , tha t 
the same yardstick  be applied domestically ?

Mr. Stratton. As I  say, domestically we have not encountered the 
problem. I have not really given any thought whether  it would be 
desirable to amplify . We have had the definitions in pa rt 207 for 
domestic flights which have proved adequate in the domestic field for 
10 years, as far  as I am aware.

Mr. Williams. You would not advocate at this time tha t the same 
rule be applied to domestic charter  flights?

Mr. Stratton. No, I would not.
Mr. Williams. You make a distinct ion between the domestic char­

ter flights and oversea ch arte r flights.
Mr. Stratton. I would not make the dist inction tha t way. I would 

say the North Atlantic charte rs have presented a p art icu lar  problem 
because of a combination of economic facts having to do with  the cost 
of the trip , with the natu re of the people who would like to take 
charte rs in tha t field. I am no great expert in th is but this  has been 
my impression from watching that situation . It  presents a parti cular 
problem tha t has not arisen thus fa r elsewhere. As I  say, tha t is why 
I would not advocate it.

Mr. Williams. I s the principle the same ?
Mr. S tratton. I think the principle is the  same. Try ing  to get at 

preven ting evasions of what is intended when you charter  a planeload 
for transportation  of yourself, your own company personnel, a group 
of whatever size it may be tha t charters a plane, and i t is a group that 
somehow exists for some purpose other  than merely charter ing the 
plane.

Mr. W illiams. Do I  unders tand tha t thi s is in line with the IAT A 
policy ?

Mr. Stratton. I understand tha t the Board  has incorporated into 
its transatl anti c charter  policy essentially the same thin gs tha t were 
adopted by IATA.  I am not thoroughly  famila r with IAT A ru les be­
cause that  is a different organization.

Mr. F riedel. The thing  I was lead ing up to is this. We just passed 
a bill to encourage tourists trave ling nonsched from overseas. The 
cost will be a very big pa rt of the undertaking.  The supplemental ai r 
carrie rs would be in a bet ter position to  have this  low cost of bring ing 
touris ts coming into the Uni ted States. Is your group going into that  
field and tr y to encourage more touris ts at a cheaper cost? One fixed 
rate  for hotels, meals and everything included ?

Mr. Tipton. I t has been c lear tha t there  has  been a grea t demand 
for charte rs part icularly on the North Atlant ic. As Mr. Stratto n 
has said, the demand is grea t there and has presented some difficult 
problems. I  think th at  traffic promotion efforts on all our pa rts  taken 
with this new legislation that, the committee pu t forward is going to 
provide fo r additiona l traffic development there.

On the question o f price—and th at is always going to be important 
in developing that business—I think that the price reductions which
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have been made in the scheduled service have resulted in a grea t deal 
of traffic development already, and they will continue to. We are a 
littl e concerned at the present time with a fall-off in traffic in the 
season tha t is ju st star ting  for reasons th at are not quite clear at the 
moment. That traffic is going off. One of the things tha t makes it 
possible to reduce rates is high volume. It  is awfully hard  to predic t 
at the present time with this  a pparent reduction in traffic as to what 
impact tha t is going to have on the rates  that it will be possible to 
charge. I thin k we will have available the char ter method and the 
regular air line method of developing tha t traffic.

Mr. F riedel. Can you tell me why the traffic has fallen off? Are 
the fo riegn airlines getting more passengers ?

Mr. Tipton. It  is total  traffic, Mr. Friede l, across the Atlantic. 
You are very familiar, I know, with this. As fa r as American-flag 
carrie rs on the North  A tlantic are concerned, our share of that  busi­
ness has  fallen off very drastically in the past few years. Th at gives 
us concern. But  of even more concern now is a current dropoff in 
tota l traffic even fo r the  foreign-flag carr iers and ourselves as well.

Mr. F riedel. This gives me concern, too. I want to know how to 
get the passengers back. I t was testified that  the jets are more eco­
nomical to operate . Is tha t true ?

Mr. T ipton. Yes. They are a much more productive airplane than  
the piston airplanes . They have grea t capacity and high  speed. You 
never get advantage of that  grea t economy unless you fill them. Tha t 
is the difficulty, always, of course. They are a much more economical 
airplane to  fly.

Mr. F riedel. Do you think if there was a reduction in the ra te th at 
you might encourage more people to fly the  American-flag ships?

Mr. Tipton. I suppose with in limits  tha t would always be true. 
Tha t has been the reason, of course, for  these drastic  reductions of 
rates in tha t market  over the  years. I don’t have my figures on that  
right available, but as you know, we have progressed from a virtu al 
lack of any kind  of tourist  rates on there to very sharply  reduced pro­
motional fares.

Mr. Friedel. Mr. Chairman, I have jus t one bri ef statement, and 
then I  am through. I just want to make this observation. You agreed 
and the Chairman of the CAB agreed that the supplemental air 
carrie rs are needed, and they must be in business. I am for keeping 
them in business. I am opposed to them disrupting the regu lar 
scheduled airlines. We want to keep them in business, but I don’t 
want them to run flights out of Friendsh ip and hu rt our oversea 
flights or regularly  scheduled airlines. I will do what I can to help 
them, but I still want to keep everybody happy. That is all, Mr. 
Chairman.

Mr. Titton. I think your statement makes a very important dis­
tinction. Tha t is, as to what business. I think the  area in which they 
have conducted th eir operation is primarily  charter , and i t is in that  
area where they have the least adverse impact on the scheduled system.

Mr. W illiams. Mr. Ja rman.
Mr. J arman. Thank you, Mr. Chairman. I would like  to  join  my 

colleagues, Mr. Tipton, in complimenting you on a very well pre ­
pared s tatement.

In  Chairman Boyd’s testimony to our committee, he said at one 
point  in his sta tement tha t there should be no doubt that  the continued
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existence of the supplemental air  car rier  fleet is of rea l value in terms 
of national defense. Is all or a large p ar t of the supplemental service 
to the milit ary by char ter ?

Mr. T ifton. Yes. Certainly a very high percentage of it is, I was 
going to say, quickly tha t all of i t was, because tha t is the way it moves. 
There  may be some modest amount of individually ticketed business. 
It  is very modest. Insign ifican t I would say.

Mr. F riedel. Charter  or contract?
Mr. T ipton. I t is th e same thin g in this instance, Mr. F riedel. I t 

is a charter  service provided under a contract.
Air. J arman. Then in your opinion would the  passage of the Collier 

bill, 7679, have any appreciable effect on the supplementals’ ab ility to 
continue the ir service to the milit ary?

Mr. T ipton. I think it would have an appreciable effect. I thin k it  
would help it a great deal. One of the things  tha t the Collier bill 
would provide is a certificate th at is valid, and no one can say it  is not. 
They would have certificates. Presumably through the normal proc­
esses of Board  regulation the number of charter  carrie rs would be 
held in check by the  requirements of public convenience and necessity. 
They would have a permanent place and some protect ion against  
undue competition in the char ter field. I jus t have not the slightest  
doubt that by thus producing carriers of more solid economic basis, 
the efforts and contributions to the mili tary  would be improved.

Air. J arman. Then it would follow from w hat you say that  in  your 
own estimation, our posture of national  defense would not be impaired.

Mr. Tipton. I t would not impai r it in the slightest.
Air. J arman. Chairman Boyd went on to say—

and it is evident tha t the future  ability of a supplemental air  car rier  to serve 
the military as they are  doing now and have done so ably in the past  depends 
upon thei r ability  to operate  thei r planes in commercial activit ies when not 
engaged in service for the  military.

Would you agree with that ?
Mr. Tipton. It  seems to me th at by giving them charter  authority 

tha t they can use in e ither  commercial or mil itary  operations you meet 
that requirement that  Mr. Boyd has stated. They will charter  com­
mercially and they will charter  to the military. This certificate 
would not prevent them from doing that.  So tha t meets tha t require­
ment tha t Mr. Boyd was talking about.

Mr. J arman. This involves the question of individually ticketed 
service and perhaps my colleagues are more familiar  with this, but 
for my own information, exactly what is the system for an indi ­
vidually  ticketed  service by supplementals? You speak of a soldier 
going from New York to San Antonio. AVhat actually is the pro­
cedure w’hereby he gets his ticket on a supplemental and takes his 
flight ?

Mr. Tipton. I don’t know’ tha t I can answer that question as to 
the precise procedure. The recru it business to which I referred is 
business that is sold to the transportation officers of the military. 
They are the ones who decide who is going to handle the business.

Mr. Williams. Is tha t handled  under  some kind of exemption 
from the Board?

Mr. Tipton. No, i t is under  their—for the recru it business within 
the United States  to which I am re ferr ing—current certificates with
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the 10-trip authority.  In  the commercial business i t is sold by trave l 
agents and a variety  of other ways, I assume.

Mr. J arman. Let us assume an individual took a nonmilitary  trip  
and decides to fly from New York to Miami. How much assurance 
does he have when he buys a t icket on a supplemental tha t the plane 
is actually going to fly at the indicated time; tha t the t rip  is actually 
going to be made ?

Mr. T ipton. I think it  l argely depends upon the responsibil ity of 
the carrier. There  have been cases in the past where he had no as­
surance at  all and often was disappointed.

Mr. Williams. That same th ing holds true in the case of some of 
the scheduled air lines.

Mr. T ipton. You are  exactly right . There  we at  least like  to th ink 
tha t we have good reason fo r canceling. I am a littl e conscious of tha t 
right at the moment, Mr. Chairman. I had some difficulty getting 
back from Chicago yesterday.

Mr. J arman. Are there some instances in which the supplemental 
has canceled the flight simply because it did not have enough pas­
sengers on the flight  ?

Mr. T ipton. 1 can’t assert that as of the moment. The records of 
the Board in these various investigations have shown tha t there have 
been cases in the past.

Mr. J arman. 1 ask based upon your own information.
Mr. Tipton. Based upon my personal information, I can’t answer 

the question.
Air. J arman. Do you know of any statis tics tha t would show the 

reasons for cancellation of flights by supplem enta l? Is there any 
source where we could get tha t kind of information ?

Air. Tipton. I would doubt it. At least I know of none. We file 
reports with the FAA on mechanicals. No, I  know of no source of 
statistics on th at subject.

Air. J arman. I thin k my line of questioning is prompted by pa rt 
of what you have set out on pages 20 and 21 of your statement in 
which you r efer to the service to San Antonio. Down a t th e bottom 
of page 20 you say tha t whenever the sup plementa l can assemble 
a passenger load sufficiently near the capacity of the airplane to be 
profitable, they take the long-haul pa rt of the t rip,  New York to  San 
Antonio. If  i ts appears  on a given day the group will be too small to 
be profitable, the supplementa l do not operate, and it is up to sched­
uled airlines to provide the lift.  How do they go about this? Wha t 
is thei r system for so indica ting tha t they will not make the  tri p on 
a given day ?

Mr. Tipton. They undertake the transporta tion. As fa r as I 
know, they  have provided for  the transpor tation of those rec ruits to 
thei r destination. As I  say, if they have more than  they can handle 
then they buy t ickets on a regularly scheduled air line. I have heard 
no indication tha t the conduct of this recru it service by the carriers  
doing it has resulted in a failure on thei r pa rt to provide the trans­
porta tion one way or another.

Air. J arman. I noticed the other day tha t Eastern flew its shuttle  
service from here to New York with one passenger because i t was an 
advertised service and a scheduled operation every hour. I was just 
curious as to whether there are instances and whether we could
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actually get the evidence of sup ple me nta l tha t have canceled flights 
afte r having sold them to passengers because they felt  tha t the busi­
ness did not just ify the flight. Th at is certain ly one aspect of this 
picture  tha t I  was interested in hearing  more about.

Mr. Tipton. I  know of no source of current statist ics on that. 
There is much evidence with  respect to this sort of th ing in the var i­
ous Board’s investigat ions of the carriers which have preceded the 
gra nt of cert ificates to a number  of them.

Mr. J arman. Are the fares charged between given points the same 
on a supplemental as they would be on a regula rly scheduled air line ?

Mr. Tipton. I am not familia r in detail  with supplemental fares 
at the  moment. Many times they are less.

Mr. J arman. Th at is controlled by regulation, is it not ?
Mr. T ipton. They are regulated in th is sense. Being common ca r­

riers, they are required to file tariff s with the Civil Aeronautics Board, 
and they do so. If  the Board  wishes to challenge those fares, it can 
do so the same way it can with  any air  carrier’s fares.

Mr. J arman. The point  I  wanted to get stra igh t in my own mind  
is whether one of the attraction s of flying the supplemental carrie rs 
is the reduced fare  over the rate charged  by a scheduled airline.

Mr. Tipton. I would reasonably be sure it was.
Mr. J arman. On flights from New York to San Antonio for mil­

itary personnel going to Lackland Ai r Force Base, do you know 
whether those flights are  at a reduced rate?

Mr. Tipton. They are less.
Mr. J arman. Thank you.
Mr. Williams. Mr. Tipton , testimony has been given before the 

committee tha t indicates only a negligible percentage of ticketed 
passengers are carried by the supplemental carriers. I don’t recall 
what the figure was, but it was somewhere around 2 or 2 ^  percent. 
Are the airlines really concerned over that? Do they consider that 
competition ?

Mr. Tipton. Under current circumstances, they surely do. They 
surely do. Taking one segment, which has been a favor ite for  sup­
ple me nta l, New York to Miami, with three carrie rs opera ting at 
very low load fac tors, in the low fifties, losing durin g 1960 $19 million, 
any traffic moving over tha t is of significance. The reason for  it is 
tha t the service must be maintained. Those operations have to go up 
and down there every day on schedule.

Mr. Williams. We recognize the problem. We don’t deny that.  
The th ought occurs to me that  2 or 2y2 percent is, relatively  speaking,  
a negligible thing . Isn’t it  a fac t tha t what you are mostly concerned 
about is the  possibility or the danger, if you want to put  i t t ha t way, 
of a tremendous expansion in these supplemental carriers  in the  future  
which would take a sizable amount of traffic off the scheduled airlines ?

Air. Tipton. There is no doubt that  the futu re potentia l is great. 
I  suppose you are righ t. If  you try  to measure the importance of 
the various things we are concerned about, the No. 1 concern here is 
an expansion of  the in dividually ticked authority either by a combina­
tion of c arrie rs or by increase in  the  authorized  number, or a variety  
of things of that  sort. I t  is the futu re potential.  I don’t want to 
indicate that the carrie rs are not concerned about the current situa­
tion. Sure, $21 million when compared with an almost $2 million



of revenue does not look like very much. But $21 million under the 
circumstances tha t have prevailed in the system during this year is 
a tremendous amount because we made, as an industry, only $2 million. 
Most o f th at $21 million of revenue, if  it had gone on scheduled ca r­
riers, would have been carried forward to profit, simply because our 
load factors  have been very low and the service has to be provided.

Mr. Williams. There is one factor tha t has not been mentioned 
here, and tha t is tha t when the regula rly scheduled carrie rs reach 
the point  where they are actually losing money, then they become 
eligible for  subsidy. Is th is correct ?

Mr. T ipton. That is right.
Mr. Williams. So therefore the risk on the pa rt of the scheduled 

carrie rs is real ly not quite as great  as it might appear.
Mr. T ipton. I suppose that  if there is anything t ha t the trunklines  

of the United States  don’t want to do, and also the internationa l air ­
lines, is to get back on subsidy. This is for a lot of reasons which 
would take me a long time to state. The fact tha t they do not want 
to get back on subsidy is illust rated  by the fact tha t there have been 
very large losses in this indus try and the trunklines have not  applied 
for it with the exception of the Capital situation with which you are 
all familiar  in which they applied  for subsidy in order  to protec t 
their position. I thought it was made reasonably plain that  tha t 
application was not very popular . The net effect of it, of course, was 
to cause Capital Airlines to disappear and become a pa rt of United.

Mr. Williams. Most of these supplementa l carrie rs who have 
ticketed flights between major points do the ir flying on the weekends 
or during the heavy load periods.

Mr. Tipton. I suspect so.
Mr. Williams. What is the load facto r of your scheduled airlines 

between two given major points? Let us take New York-Miami on 
the weekends. Do they operate  with a high load factor on the week­
ends or a low load factor ?

Mr. T ipton. I can’t give you figures broken down by days of the 
week. I  can get them. I haven’t got them with me now. I would 
have no doubt about the  general answer to your question, tha t is, t hat  
the heavy days for v irtua lly every carrier in the system a re the week­
end days. Tha t seems to be clear. Also it is clear under  present 
circumstances w ith a very high capacity of the system and a very low 
general load factor th at there is no shortage of capacity. A passenger 
may have to leave a t 11 o’clock instead  o f 9 o’clock, o r something of 
tha t sort, b ut there a re seats available. More than we like to see.

Mr. Williams. There are seats available at the rates tha t are 
charged by the  scheduled carr iers on the weekends. Do I  understand 
correctly tha t once your carriers have been gran ted permission to fly 
between two major points on schedule, tha t there are no fur the r re­
quirements as to frequency of flights or as to types of aircra ft tha t 
you may use?

Mr. Tipton. There are no restrictions on schedules except in this 
sense. The Board has the power to make sure t ha t we give adequate 
service to each poin t on the  line. In  tha t instance they  can, afte r an 
investigation, say, “You have to put  on more service between here 
and there .” To tha t extent they have exerted the power over 
schedules.
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Mr. Williams. I t has been testified here tha t the service th at sup­

plemental carr ier X is rendering between New York and Miami, just 
to take those tw*o points  as an example, is a low cost, coach service, 
using piston airc raft . In  a sense it is second-class service, whereas 
the airlines are operating  what migh t be called first-class service at 
a higher rate. Is there anything  in the law or in the regulations of 
the Civil Aeronautics Board  tha t would preven t scheduled airlines 
from using some of their piston equipment to offer the same type of 
low-cost service between these major points? In  other words, i f the 
airlines  are so concerned over this traffic, why have they n ot made an 
attem pt to compete with this  traffic since it would appe ar to me, a t 
least, tha t they would have sufficient piston equipment and certain ly 
would be in bette r financial shape to  offer th is type of service. Why 
isn’t it tha t the airlines, of this business is profitable, have not gone 
into the same type  of business ?

Mr. T ipton. There  has been developing a grea t deal of use of piston 
equipment for a lower price service. They have been p ut  into coach 
service. As Mr. Jarman pointed out a moment ago, the Eastern  
experience of the shuttle  service using pistons a t a reduced rate. The 
operations, so-called air bus, tha t Eas tern  has been conducting. A 
lot of tha t is going on. There is no t any doubt about it because we 
have a great deal of piston equipment. Rate reductions have been 
put forward. I think the important thin g here is that the statu te 
contemplates tha t carr iers are certificated over these routes and once 
they get thei r certificate they are bound to provide the service, and 
also in retu rn for  being bound to provide  the service, they are sup­
posed to get a measure of protection  again st additional competition 
on the route. This ten-trip authority  flies in the face completely of 
tha t p rincip le in th e s tatute,  because what that 10-trip authority  says 
is tha t if you have that auth ority  you can pick your own route and 
operate wherever you like and whenever you like. This  deviates very 
substantially from the concept of regulation tha t the Congress had 
in mind. I t is th at which the Board’s bil l would eliminate.

Mr. Williams. We are very well aware of the problems that arise 
from grantin g any kind of tri p authority. The purpose of my line 
of questioning is to try  to determine, if at all possible, i f there really 
is a place in our transportation system for  supplemental ticketed 
operations. I t has been testified by the proponents  of  the th ree bills 
here, or the two bills—the Board’s bill and the Moulder bill—tha t 
the traffic that is carried—the ticketed traffic—by the supplemental 
carrie rs is not siphoned away from the airlines, but is traffic which 
would otherwise take  surface transportation . One of the witnesses 
stated  that  on his airline a survey had been made and some 70 per­
cent of the passengers on a flight between two major points, were 
first-time passengers. In  other  words, they were people who were 
ridin g the airplane for the first time and who would not have been 
on the air cra ft if it had not been for the extremely low fare  which 
was charged. He indicated, and I think possibly there is some merit  
to his argument, tha t the supplemental carrie rs are introducing a 
grea t mass of the American public to air  transportation , and as a 
result the airlines  themselves eventually profit by this. Would you 
like to comment on tha t?

1672536*— 61
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Mr. Tipton. Yes, I would like to comment. I would like to con­vince the committee tha t is not a place where the supplemental carriers can make a contribution. Here is my reason. One of the main objec­tives of  the entire scheduled air transpor t indust ry all the time I  have been connected with it has l>een to develop and expand the business. It  is reasonably clear at this point tha t the long-haul business, the constant traveler  is tu rnin g to air  t ransportation anyway. The rai l­roads have brought that  to this committee’s attention.  The area of growth at the present time is the private automobile market.  People tha t go from here to there in priva te automobiles. The problem is how to get them out of thei r automobiles into airplanes. You don’t need supplemental carriers in order to convince airlines that  they have to get their  business that way. The first ride r is going to  get the op­portunity to take his first ride whether there are supplementa l carr iers there or not. There will be and are now available  coach rates , avail­able excursion rates, available special ra tes of all sorts.
Mr. Williams. Isn 't it also a fact, though, tha t even with the avail­able coach rates tha t the supplemental carrie rs are still offering ticketed service at  a rate which is greatly below the scheduled coach rates? This is a factor which may attr act  passengers who would otherwise go by train  or bus but who would not fly the higher priced airlines.
Mr. Tipton. The supplemental rates usually are lower. Fo r tha t reason they would provide, probably, some additional incentive, be­cause of the lower price. But I think we still come back to the fund a­mental economic problem which is whether or not we are going to mainta in the regulato ry system that has been set up, or whether we are not. I would guess if we laid aside these questions of maintain ing a regulatory system and dr iving  toward  one that provides an adequate service and develops the air tran spo rt business and stays on a solid economic foundation , if you laid aside those objectives, and devoted yourself entirely toward rate reduction to get more passengers out of automobiles, t hat  we could get more passengers out of automobiles. But  at the same time we would do the ultima te development of the system damage.
Mr. Williams. The inference th at I would get from what you have just  said is tha t if this legislation were passed, the supplementals would be given carte blanche author ity to operate without  any regu­lation whatsoever. You did not mean to infer th at the Board would relinquish all control over these supplemental operations. The fact is, is it not, that  the Board would have authori ty to take  action to cor­rect abuses if these carriers were engaged in such abuses. I will be per­fectly honest w ith you. The one th ing tha t disturbs  me is this. The question of how to handle i t is the problem that  I  think th is committee is up against. In view of what happened in the Great Lakes case, for instance, where three carriers did not live up to the Board 's rules regarding  frequency of flights, how could the Board  enforce a 10- flight limitat ion or any limitation if the Board’s bill should be en­acted? Would you comment on that?
Mr. T ipton. I would have no doubt t ha t it would be extremely dif­ficult to enforce tha t kind of a limitation, I would guess there would be no end of enforcement problems as the result of that. I might comment on the introduction of your statement there. I did not mean
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to indicate to the committee t ha t this bill would relieve the supple­
mental carriers of regulation. Wh at it does do is to permit them to  conduct an individually  ticketed business without any regulat ion as 
to the routes to be flown and the points  to be served. Th at area of 
regula tion would not  apply to them.

Mr. Williams. Then summing up your testimony, would i t be fai r 
to say tha t you take the position that supplemental c arrie rs do have a place in air  transp orta tion  insofa r as they are conducting a charter 
service is concerned, but they do not properly have a place with re­
spect to ticketed service ?

Mr. Tipton. That is exactly rig ht, Mr. Chairman.
Mr. W illiams. Mr. Friede l, do you have any further  questions?
Mr. F riedel. I have just  one more question. This  10-ticketed 

round trip s wi th 25 supplemental carriers, wouldn’t the whole 25 make 10 trip s a month from New York to Miami ?
Mr. Tipton. Yes. They are free to operate the ir 10 trip s where 

they care to within the United States. So they could concentrate on one route or spread  out into two routes or do anything  they please. 
There is po tentia l for very severe competition as the result  o f the 10 trips.

Mr. W illiams. Mr. Ja rma n.
Mr. J arman. I have no furth er questions.
Mr. Williams. I believe that  is all, Mr. Tipton.
Mr. Tipton. Thank you very much, Mr. Chairman and members of the committee.
(The following lette r was later received from Mr. Ti pton :)

Air Transport Association, 
Washington, D.C., June 30,1961.

Hon. J ohn Bell Williams,
Chairman, Transportation and Aeronautics, Subcommittee, Committee on In ter­state and Foreign Commerce, U.S. House of Representatives, Washington, D.C.

Dear Mr. Chairman : During the hearing on June 23, I undertook to submit additional writ ten comments on the definition of “charter.” Attached hereto is a memorandum which reviews the unsoundness of the proposed definition of “char ter” in H.It. 7512. and sets forth and explains the background of pertinent Board regulations defining “char ter”, and outlines some of the regulatory- problems.
Our basic conclusions ar e :
(1) There is no present  need to amend the Federal Aviation Act with respect to the definition of “char ter.” The problem is basically a regula tory one. It  is essential to mainta in standards of char terworthiness which safeguard against fictitious charters being set up by ticket  agents or others who sell individua l tickets to the general public. The Board should have appropriate  flexibility to control or modify these standards in the light of experience and changing conditions.
(2) The Board’s basic definition of “char ter” has given rise  to no serious problems in domestic passenger operations. Conditions in the North Atlant ic travel  market have necessita ted more detailed regulation—and more frequent amendments to the regulat ion—to prevent individually ticketed operations under  guise of charte r.
(3) The attack on the Board’s charter  regulations  as “unclear” distorts the problem. At the very time the supplementals are trying to lead the committee members to believe the tran satl ant ic charter  rules of the Board are  “unclear”, one of the supplementals  ha s obtained an extensive new seasonal authorization on the basis tha t the “tests of charterworthiness * * * are  explicit  and well understood.” (See discussion in attached memorandum.) The supplemental^ are thus t rying to have it  both ways.
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(4 ) The proposed definit ion of “ch ar te r” in H.R. 7512 is defective . It  is 
unc lear  and, indeed, dange rous. I t fa ils  to inco rpor ate any cont rols to prev ent 
fictit ious ch ar ter s which would actual ly en tai l sale  of individual tick ets to 
the  general  public.

(5 ) Whil e the re is no pre sen t need for  congres sional definition of “ch ar ter”, 
it may well be desi rable to amend  section 40 1( e)  of the  act, as proposed in H.R. 
7679, so as to make cry stal  clea r th at  a certi fica te to engage solely in ch art er 
operations need not specify poin ts or route s, but  can specify the “area  or are as  
wit hin  or between  which” ch art ers  may be flown. Such an amen dmen t would 
for est all  any fu ture  litig atio n on the  ques tion of whethe r an all -ch arter cer­
tific ate has  to “specify points” in view of the  first  sentence of section 40 1 (e ).  
This  would  mean th at  the Boa rd could pu t the  s upplemental ca rri er  ind ustry on 
a firm, certific ated  basis  wi th resp ect to ch ar ter  opera tions .

Very tru ly yours,
S. G. Tipton.

Definition of Charter in H.R. 7512

H.R. 7512 would aut hor ize  the suppl emen tal ai r ca rri ers to perform 
“* * * (1 ) unlimite d ch ar ter  oi»erations on a planeload basi s for  the  car riag e 
of pass enge rs and  proper ty in int ers tate, oversea , and  te rri toria l ai r trans-  
pora tion,  wit h the  word ‘ch ar ter’ here in being defined as ai r tra nsp ort ation  
perfo rmed pu rsu ant to an  agreemen t for the use of the ent ire  capacity  of an 
air craf t, * * *” (Em pha sis  supp lied. )

Spokesmen for  the supp leme ntals  have urged adop tion of the  italic ized 
language  as a “clear defin ition” of “char ter.” They have alleged th at  the  Civil 
Aero naut ics Board has no workable definition of “ch ar ter ,” and  th at  congres ­
sional ac tion  is needed to remedy the  s iuati on.

The la tte r pa rt of this memorandum  will challe nge the  val idi ty of these 
alleg ation s. Befo re get ting  to tha t, however, it should be pointed out  that  
the  definitio n of “ch ar ter ” in H.R. 7512 is completely  uncle ar. It  would invite 
conduct und er guise of “ch ar ter” which  would unde rmin e the  tar iff  posting, 
certi ficat ion and other regula tory  cont rols embodied in the  Fed era l Aviat ion Act.

H.R. 7512  gives the  illusion of defining “ch ar ter” simply—an  illusion created  
by ignoring such questions as who makes the “agre ement for the  use of the ent ire 
capacity  of an ai rc ra ft”, and  how he uses th at  capa city af te r making the  a gree ­
ment. To illust rate:

Exa mple 1.—A tick et age nt enter s into an “agree ment  for the  use of the  
entire  cap acit y of an ai rc ra ft ” to be flown from A to B. He then peddles 
boarding passes , the  pric e vary ing according to wh at he can pers uad e the  
custo mer to pay.

Example 2.—J. Doe places an adv erti sem ent in the ne ws pa pe r: “Ha ve agree­
ment  of use of airp lane , A to B, Fri day . Big disco unts from published far es 
if you see me quick.”

Example 3.—Ninety  ticketed  passenge rs are at  Idlewild, await ing  depar tur e 
of their Los Angeles flight, when one of them announces “We can make an 
agre ement wit h ano ther air lin e for  use of the  entire  capacity  of an air craf t. 
Ju st  cash  in yo ur tickets here, and  you’ll sa ve X d olla rs each.”

Each of the  foregoin g exam ples meets, lite rall y, the  definition of “ch ar ter” 
set forth  in  H.R. 7512.

Each of them involves, in fac t, the  sale  of indiv idua lly ticketed  ai r tra nsp or­
tation.

The dra ftsm en of H.R. 7512 mig ht tell the  committee th at  conduct such as  
thes e exam ples would not be “char ter s.” If  so, the langu age they have chosen 
is not  clear.

If, on the  other hand, the  dra fts me n’s view is th at  these  exam ples w’ould be 
“ch ar ter s,” then  H.R. 7512 invi tes the unde rmin ing of the Fed era l Aviation Act. 
In  each of these examples, the re would be none of the tar iff  controls  envisage d 
by the a c t; the  price  to a given pass enger would appea r on no publicly  posted 
tarif f, bu t could vary  qu ixo tic all y; the re could be undu e disc rimi natio n, pre fer ­
ence and  prejudice, so th at  pass engers seated side by side migh t pay different 
“fa res ” ; sta tut ory res tric tions on fre e and redu ced-rate  tra nsp ort ati on  would 
be ina pp licable; and so for th. Likewise, the  certifi cation controls  envisaged by 
the  act would be broke n down—the  cert ifica te holder, oblig ated  to prov ide 
ade qua te schedule d indi viduall y ticketed  service, would never  know how many 
of his passengers , even af te r hav ing made  rese rva tion s and  bough t tickets, 
migh t dis app ear  p urs uant to “agre ements for  the use of an ai rc ra ft .”
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The dan ger  th at  the  H.R. 7512 “ch ar te r” defini tion would lead to ju st  the 

sort of abuse s outl ined  in the  cited  exam ples is heightened by the  fact  it is a 
bob-tailed version of the  CAB’s long-established definitio n of “ch ar ter .” The 
Board has  been careful, in defining “ch ar te r”, not only to recognize the  “use 
of the  entire  cap aci ty” concept, but also to incorporate in the  definit ion lan ­
guage  dire cted  to the  ques tions  who makes  the  agreemen t, and how the  capacity  
is to be u tilized . This is essent ial to p rev ent  ab uses  such as outlined in examples 
1, 2 and 3, above.

The Bo ard ’s basic  definit ion of “ch ar te r” was  codified in 1951 in pa rt  207 
of the  Board ’s economic regulat ions , appl icable to cert ificated  rou te car rier s. 
This  definit ion re ad s:

“ (a ) ‘Charte r tri p’ means ai r tra ns po rta tio n performe d by an ai r carri er 
holding a certi fica te of public  convenience and neces sity wrhere the  entire  
capa city  of one or more ai rc ra ft  has been engage d for  the  moveme nt of 
perso ns and  their baggag e or fo r the  movem ent of propert y, on a time, 
mileage  or tri p basis.

“ (1 ) by a person f or his own use.
“ (2 ) by a person (no  pa rt  of whose busin ess is the  form atio n of 

groups for  tra ns po rta tio n or the  sol icitatio n or sale  of tra nsp ort ati on  
serv ices) fo r the  tra ns po rta tio n of a group  of perso ns as age nt or 
rep res ent ative of such group,

“ (3 ) by two or more persons acti ng joi ntly for  the  tra nsp ort ati on  of 
such g roup  of persons, or the ir p rope rty,

“ (4 ) by an  ai r fre igh t forw ard er holding a curre ntly effective  le tte r 
of reg ist rat ion  issue d und er pa rt  296  or pa rt 297 of the economic reg ula­
tions  for  th e carr iag e o f proi>erty in ai r t ran spo rta tion.

“Withi n the  mean ing of this regulati on, a ch ar ter  tri p sha ll not be deemed 
to includ e tra ns po rta tio n servi ces offeed by an ai r ca rri er  to individ ual 
members of the  general  public or perfo rmed by an ai r ca rr ie r und er an 
arrang em ent  with a pers on (o th er  tha n an ai r fre igh t for wa rde r defined in 
subsection (4 ) abov e) who provid es or offers to provide tra nsp ort ati on  to 
the general public or tra ns po rta tio n servic es engaged by person s paying 
for  such servi ces an amo unt aggregatin g in excess of the tra nspo rting  car­
rier ’s duly published c ha rte r ra te  of fare .”

The  pa rt 20 defin ition provid es, in the words of the Board ’s own sum mary— 
“Section  207.1, in subst ance , prohibits the  offering  by a direct  ai r ca rri er  of 
‘ch ar ter’ servic es to indi vidu al members of the public, and the  perf orm ance  by a 
direct  ai r ca rr ie r of ‘ch ar te r’ servic es for  an ind irect ai r carrie r, prom oter  of 
‘ch ar ter’ groups, a tick et or travel  agent , or for  perso ns payin g for such ‘ch ar ter’ 
services an amount agg reg atin g in excess of the  direct  ca rr ie r’s duly publis hed 
ch ar ter ra te .” (O rder No. E-922 1, May 20, 1955 (mirneo, p. 2 ). )

It  will be noted th at  H.R. 7512. in purpo rtin g to define “ch ar te r”, pa ra ­
phr ase s the  lang uage  of the  initial sentence of the  pa rt 207 definition , so fa r 
a sit  covers an “agreement for  the use of the  entire  capacity  of an ai rc ra ft .” 
By ignoring the  rem aini ng provis ions of the  pa rt  207 definition, however, H.R. 
7512 leaves it complete ly unc lear w het her  th e int ent is to proscribe, or to perm it, 
or to leave it  to the  Board by regulat ion to pros cribe or perm it, the vari ous  
abuses involvin g sale  by ticket age nts or oth ers  of individ ual tick ets for  space 
on flights operated  und er “agr eem ent for use of the  entire capacit y of an 
ai rc ra ft .”

The definitio n of “ch ar te r” in pa rt 207 has, we believe, proved workabl e and 
cle ar insofa r as pass enger ch art ers  are concerned.1 It  has  been appl icable to 
the  certi ficate d rou te carri ers , for  both domestic and int ern ational operation s, 
for  ove r 10  years  w ith ou t amendment.

Esse ntia lly the  same lang uage has  been inco rpor ated  in the ope rating au tho r­
izat ions for  the  supp leme ntal ai r car rie rs.  (See appen dix A, attach ed her eto .) 
In thu s adoptin g, for  the  supplementals , the  basic definition  of “ch ar te r” th at  
had  long been inapplica ble to the  cert ifica ted car rie rs,  the  Board  sough t to make  
very  cle ar th at  thi s would autho rize such “ch art er busin ess * * * as lodges, 
clubs, and  oth er groups tra vel ing  to a convention, stu dent and alum ni groups 
going to a pa rti cu lar game, etc.

“Ch arter arra ngem ent s of this ch arac ter  have alwa ys been considered  to be 
valid ch art ers  and  we see no reason for  adopting a diff eren t definition wher e 
such  arr ang em ents ar e made  with  irr eg ula r ai r ca rri ers .” (2 2 CAB 838, 864 
(1 95 5) .)

1 Due to ext rem ely  lim ited exper ien ce wi th  ch ar te rs  by fr ei gh t forw arde rs , we exp ress no view a s to the ade qua cy of part  207 in th is  respec t.
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In  view of the  Bo ard ’s language, it  is hard to und ers tand why spokesmen for 
the supp leme ntals  sough t to leave with  the  committee the  impression th at  
chart ers  for  football fan s and servicemen on furlough  were not permissible. 
It  is perfectly clear th at  the Board intend ed to author ize  a char ter  for fans 
going to a football game. It  is also  c lear  th at  such a chart er is authorized by 
the  proviso in the definition  of char ter  for  supp leme ntals  (item “ (i ii )” of ap­
pendix A hereto ) which  includes ch ar ter by “two or more persons acting join tly 
for  the  t ran sportat ion  of themselves * * * or of a  group of  pe rsons.” Likewise, 
in the  case  of servicemen stat ioned a t a domes tic base  going on furlough.

TH E SPECIAL PROBLEM OF TRANS ATLANTIC CHARTERS

While the  basic  definition  of “ch ar te r” in pa rt  207 has proved sat isfactory  in 
most are as—p art icu lar ly for  domes tic purposes—th e Board has  deemed it  
nece ssary to develop add itio nal  safegu ards to prevent abuses und er the  gu ise of 
“ch ar ter” in the  tra nsat lant ic  (United Stat es-E urope)  markets .

One of the  basic problems in the  tra ns at lant ic  ch ar ter  field has been e stablish­
ment of more detaile d guide lines to prevent forma tion of groups by solicita tion  
of the  general public. These guide lines—sometimes referred to as the  “homo­
genei ty” rules—seek to define the size of the  club or orga niza tion  from  which 
the  chart er group can be formed, the  leng th of time membership  must be held, 
and  so forth . As the  Board descr ibes the  th ru st  of these rule s in pa rt  295 of 
the  economic regula tion s (ord er ER-326, Apri l 28, 1961, p. 4) :

“With regard  to the  prohibition again st char terer s obta ining pa rticip an ts for  
a char ter  g roup by solici ting the  general public, the  rule  pr events the  fo rmin g of 
a group by (1) general adverti sing or (2) by unlim ited solici ting of char ter  
partic ipa nts  from  an organization  easy to join , and  of uncer tain or  large and 
sca ttered  membership. The rule thu s provides the  general fram ewo rk with in 
which to judge the  cha rterworthiness  of the  cases on the ir own facts. For  
example, in accordance  with  the  provis ions of section  295.30, as amended,  
prospective  ch ar te r partic ipa nts  solicited withou t limit from organiz ations or 
oth er ent itie s with a total membership of more than  20,000 (except colleges or 
universities located in one local area ) would be considered as solici ted from 
the  general public which would preclude  their char ter  trip . However, if the  
solicitat ion of ch ar te r partic ipa nts  should be limited to a group of selected 
deleg ates who are members of a large association with  sca tter ed membership, 
the  size of the as sociation  would not app ear  to  ba r the  ch art er. ” 2

The Board has applied the tes ts of cha rterworthiness , as set forth  in pa rt 
295, for several yea rs in passing upon appl icat ions  for specific exem ptions  to 
permit  noncertifi cated  ca rriers  to conduct pa rti cu lar chart er flights. Hither to, 
such applications had  to be filed in advance for  each flight.

A recent  r ela xation of these  procedures involves issuance of a  seaso nal exemp­
tion  author izin g the  ca rri er  to conduct tra nsat lant ic  cha rters,  withou t advance 
approval of specific cha rters, thro ugh  September 30, 1961. The firs t of these  
seasonal  exem ptions  was issued to the suppleme ntal carrie r, Saturn  Airways, 
by order No. E-16967, Jun e 20, 1961. The Board reci tes therein  (mirneo., p. 6) :

“* * * the ch ar ter concepts and tes ts of ch art erw orthin ess  have developed and 
crystal ized  so th at  today  they  are exp lici t and  well understood within  the  
industry.

* * * * * * *
“* * * we are satisf ied th at  the new method  of author ization  will not  open 

the door to the operatio n of ‘spuriou s’ ch ar ter s or unduly div ert  traffic from the 
route -type  carrie rs.  As we have  indic ated , the  tes ts of cha rterworthin ess  are  
now understood * * ♦”

If the  supp leme ntal spokesmen’s crit icisms of the  Boa rd’s cha rterworthin ess  
tes ts as “unc lea r” are well founded, the re is no basis  for the  B oard’s order, and  
it should be wi thdraw n or s et aside.

If, on the oth er hand , the Board is on sound ground when it bases thi s order 
on the  finding th at  “tes ts of chart erw orthin ess  * * * are explicit and  well

2 Th us , If the orga niz at ion is pa rt ic ip at in g in a scienti fic conven tion  abroad , the indi ­vi du al s selected to  read  pape rs a t the convent ion  may be organized  in to  a char te r group.  Or  if  an  in te rn at io na l organiz ati on  is to  hold  a meeting, del egate s elec ted by vario us  -ch apters  migh t prop erl y be org anized  in to a ch ar te r gro up.” [Foo tnote by the Board .]
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understood within the indus try,” there  is  no basis  for the supplemental spokes­
men’s allegations.

A noteworthy aspect of the Board’s t ransatl ant ic char ter policy is tha t it has 
not been static, but has changed from time to time in the light of the problems 
of the day.

Thus, in 1950, the Board followed an extremely liberal policy, under which 
variou s nonca rrier entities  formed groups and “chartered” ai rcraft. The Board, 
in a statement released March 16, 1951, announced termination of that policy 
in light of unsat isfactory experience because, among other things, “A number 
of passengers were left  stranded in Europe and others  were subjected to un­
reasonable  delays in obtaining retu rn passage when they did not deal directly 
with the car riers  operating the  ai rcr aft .”

Thereafter, for  a period ending in 1955, the Board followed a policy of approv­
ing noncertificated char ters  only where “cha rter  was essential  to the success 
of the movement.” This had the effect of permitting “only such movements as 
refugee charters and ships’ crews char ters with  any frequency.” (Order No. 
E-9221, May 20, 1955 (mimeo., p. 3 ), 1955 tran sat lan tic charter  policy.)

By 1955, however, the  Board was of the view th at a more liberal policy could 
be followed, provided that appropria te safeguards were preserved against “the 
potent iality  of adverse  effects upon the scheduled services of the regularly 
authorized tran sat lan tic carrie rs. To minimize this possible danger, we are 
retaining the definition of char ter contained in part 207, and a re adding thereto 
new provisions rela ting to the activit ies of promoters, indirect a ir carrie rs, and 
ticke t agents. We are  also including other subs tantial safeguards for  the 
protection of the public and the regu lar ai r carr iers .” (Order No. E-9221, 
supra,  p. 3.)

Since tha t time, the Board has followed a liberal policy of issuing specific 
exemptions for noncertificated carr iers  to conduct tran satl ant ic charte rs. The 
governing conditions—and parti cula rly the tests  of charterworth iness—have 
been refined and restated  from time to time, so as to keep abreast of current 
conditions and problems. The most recent such restatement is pa rt 295 of the 
Board’s economic regulations, tran satl ant ic charter  trips, issued as ER-326, 
effective April 28,1961.

Currently, the Board has inst ituted the tran sat lan tic char ter investigation, 
docket No. 11908, to consider applications for authority  to operate transatl anti c 
char ters  and to review the regulations  perta ining to such charters. As an 
interim measure, during the pendency of this investigation, the Board has indi­
cated tha t it plans to issue seasonal exemptions for tran satl ant ic char ters— 
the first of which was issued to Saturn Airways by Order No. E-16967, June 20, 
1961, supra.

The foregoing summary reviews in only the most general outline the Board’s 
tran satl ant ic charter  policy during the past dozen years. It  points up, how­
ever, a  highly important consideration. The policy has been—and quite properly 
so—responsive to the Board’s views of changing needs and changing conditions. 
This has entailed frequent modification of the definitions, terms, and conditions 
applicable to tran satl ant ic char ters involving noncertificated carrie rs. Mani­
festly, these needs and conditions will continue to change. The field is, accord­
ingly, one calling for skilled and intelligen t regulatory' action, the precise detail 
of which may vary from time to time. The existing Federal  Aviation Act pro­
vides an adequate  framework for such regulation of “char ter.” As the Board 
has observed, “Congress must be taken to have used ‘charter  trip s’ with the 
intention  of signifying its usuai and ordinary connotation, which is merely a 
flight involving a contract for the entire  capacity of the air cra ft * * *” 
(Charter  Flight Tariff Investigation,  15 CAB 921, 923 (1952).)

The basic guideline being this clear, an appropriate  function of the Board is 
to prescribe regulations,  as needed from time to time, to prevent abuses through 
ticket agents, solicitation of the general public, or other devices for conducting 
individually ticketed operations  under the guise of “char ter.” There is a 
substantia l danger that an attem pt by the Congress to spell out, in full detail, 
the limits of “charter ” would import an unnecessary rigidi ty into the field, 
this hampering ability  of the Board to deal with changing circumstances, as 
well as entail ing extremely detailed legislation.

For such reasons, our view is that there  is no present need for the Congress 
to undertake a detailed definition of “ch arte r” in the Federa l Aviation Act.
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A PPEN D IX  A

EXCERPT FROM CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY FOR SUP PLE ­
MENTAL AIR SERVICE ISSUED PUR SUA NT TO CAB ORDER NO. E -1 34 3G , JANUARY 28 ,
19 59

“ (2 ) As used in the  certificate, the  term ‘planeload ch art er ai r tra ns po rta ­
tion means  ai r tra ns po rta tio n wher e the  ent ire  capacit y of one or more ai rc ra ft  
has been enga ged on a time, mileage, or tri p basi s—

“ (i ) by a person f or his  own use, or
“ (i i)  by a pers on (no  pa rt  of whose business  is the  form ation of groups  

or the  conso lidat ion of ship men ts for tra nsp ort ati on  or the  solicitat ion or 
sale of tra ns po rta tio n serv ices ) for the tra nspo rta tio n of a group  of persons  
an d/ or  their  prop erty , as  age nt or rep res ent ative of such group, or

“ (i ii ) by two or more persons actin g joi ntly for  the  tra nsp ort ati on  of 
themselves an d/ or  their pro per ty or of a group of persons an d/or  the ir 
prop erty,  or

“ (i v ) by an ind irect ai r ca rr ier auth oriz ed, und er any appl icable pa rt 
of the  economic regulat ions of the  Board , to ch ar ter ai rc ra ft  from  a direct  
ai r c arr ier ,

and where such ai r tra nsp ort ati on  does not  includ e servic es (a ) offered by 
or on behalf of the  holder hereo f for  the  car ria ge  of indi vidual members of the 
general public who are formed into  or joined wit h any  grou p wit h the  dire ct 
or ind irect ass ista nce  or particip ation of the  hold er hereof, or (b ) perfo rmed 
und er an arrang em ent  with  a person (o th er  than  an ind irect ai r ca rr ie r au­
thorized  as hereinabo ve set fo rth ) who provides or offers to provide tra ns po rta ­
tion  to the  general  public, or (c ) engaged by persons paying for  such services 
an amou nt agge gatin g in excess of the  hold er’s duly published ch ar ter  ra te  
or far e.”

Mr. Williams. Mr. Burwell has indicated that he would like to 
submit a supplemental statement. The record will be kep t open for a 
reasonable length of time to provide anyone an opportunity to submit 
statements or supplemental s tatements on this subject.

I believe we have one more witness who was scheduled. Mr. Com­
merce indicated that  it would he satisfactory with him to file a state ­
ment and if there is no objection, the committee will be very glad to 
receive it for  the record.

(The statement refer red to follows:)
Statement of Robert E. Commerce, P resident , Air Line  Dispa tch ers  

Association

The Air Line Dis patc hers Associat ion is an organization  which is more tha n 
22 yea rs old, and  which represe nts the  federal ly licensed ai rc ra ft  disp atch ers 
of the schedule d airl ines of the  Unite d States.  AVe have con trac ts with  24 
airl ines . At the  moment we do not  rep res ent  any suppl emen tal airl ine  dis­
patchers. but  we have done so in the past.

The func tion  of an ai rc ra ft dispat che r is to provide for the saf e operation  
of air lin e flights  by overseeing the  plan ning  and execution of operation s, from 
the  standi>oint of safe ty and economy. The dispatc her  shares equa l responsi­
bil ity with the  pilot  for  the  o rigination, continuation , divers ion and term inat ion 
of flights. Ei the r pilot or dis patche r has  autho rity to cancel if the flight canno t 
be operate d with  complete safe ty. The safety  princ iples  and  regu lations  are  
enun ciat ed in the  Civil Air Reg ulati ons of the FAA and  in the  ai r carriers ' 
own o pera ting  rul es w hich are  FAA approv ed.

We shall confine our  rem ark s in thi s hea rin g to only those ma tte rs affecting  
the  public  inte res t, recogniz ing the re are equal ly large issues at  stake , including 
the  economic sur viv al of the air lines th at  employ us.

We have noted  th at  the  na tur e of the  pre sen t legislation under cons ideration  
app ear s to be to esta blish  the service of the  suppl emen tal ca rri ers in such a 
manne r as to pu t them on an operatin g pa r with  the scheduled airl ines. In 
fact , it  seems to us th at  the  unr est ric ted  rig ht to operate 192 flights a yea r 
betwee n any two points could res ult  in combinations th at  would lif t the supple- 
mental s to a pre fer red  or exalted i>osition with  respe ct to the schedule d airl ines , 
th at  of prov iding  the service  withou t the  res tric tions and contro ls th at  normally
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wo uld ap ply.  W e fu r th e r ob se rv e th a t CAB figu re s in dic at e th a t th e  per ce nt ag e 
gai n in  a ll  re ve nu e pas se ng er  m iles  f ro m  fiscal 1959 to  fis ca l 1900 fo r th e  su pp le ­
m en ta l a ir li nes is  about 59 pe rc en t. We al so  kn ow  th a t th e  sc he du led line s 
su ffer ed  fina nc ia l re ver se s in  1900 an d in de ed  th e  35-year-o ld tr unk li ne  w ith  
which  I pe rs on al ly  had  be en  em ploy ed  w as  ob lig ed  to  mer ge  to  s ta ve o ff po ss ible 
ba nk ru pt cy . T he  CAB  has ta ken  th e  post u re  th a t w ha t hap pe ns  to  th e  sche d­
uled  air li nes and  th e ir  em ploy ees is  in th e  pu bl ic  in te re st , an d we th in k  th a t 
is  pr op er .

W e al so  th in k  th a t th e re  a re  o th er se ri ous m a tt e rs  in  th e pu bl ic  in te re st , 
na mely,  th e  fit ne ss  of  th e  su p p le m e n ta l to  pe rf orin th e  se rv ic e th ey  see k, an d 
th e eq ui ty  under th e sa fe ty  re gula ti ons in  lieh al f of  th e  pe op le who  bu y th e 
tick et s.

W e a re  under th e  im pr es si on  th a t tw o ir re g u la r c a rr ie rs  a re  co nt in uin g to  
oj ie ra te  under  le gis la tive w ai ver s des pite th e  fa c t th a t th e  CAB has qu es tion ed  
th e ir  fi tn es s to  pe rf or m . Let  us  now ass u re  th e  co m m it te e th a t we ha ve  no  
in te re st  in  pr ov id in g oper at io nal  co nt ro l se rv ic es  fo r an yo ne  wh o do es  not ha ve  
th e fina nc ia l ab il it y  or  th e  w ill in gn es s to  liv e by th e  le tt e r of  th e G ov er nm en t’s 
re gula tions whi ch  a re  de sign ed  to  pro te ct  th e  pu bl ic . On e of  our m em be rs  wh o 
a tt ended  an  ac ci den t heari ng  invo lv ing a now defu nct ir re g u la r de plor ed  th e 
su gg es tio n th a t on e of  ou r qu al if ied pe op le sh ou ld  pre ven t su ch  tr ag ed ie s,  by  
sa yi ng , “I wou ld  not  su bj ec t an y d is patc her to  th e da ily d ie t of  vi ola tions whi ch  
th is  c a rr ie r appare n tl y  eng ag ed  in  a s a re gu la r th in g.”

Saf et y re gula ti ons re qu ir in g  gr ou nd  co nt ro l a re  is su ed  in separa te  p a rt s  an d 
are  d es ig ne d to  fi t the  oper at io ns of—

1. Sc he du led do mes tic  carr ie rs ,
2. Sch ed ul ed  A m er ic an -f la g ca rr ie rs  oper at in g  a br oa d.
3. C ert a in  no ns to p tr an sc on ti nen ta l no ns ch ed ul ed  c a rr ie r ope ra tion s.

No su ch  ru le s ha ve  be en  ap pl ie d to  su pp le m en ta l ca rr ie rs  in  th e  U ni te d S ta te s
no r to  fo re ig n ca rr ie rs  opera ti ng  in to  th e  U ni te d S ta te s.  A num be r of  fo re ig n 
ca rr ie rs  ha ve  est ab li sh ed  gr ou nd -c on trol  fa c il it ie s des pite th e  la ck  of  a re quir e­
men t, an d a few su pp le m en ta ls  ha ve  vo lu n ta ri ly  es ta bli sh ed  or  le as ed  d is pat ch  
se rv ice . I t  sh ou ld  be gen er al ly  no ted th a t re gula tions fo llo w an d do  no t pr ec ed e 
th e de ve lo pm en t of  an  in dust ry . In  1955 th e  B oa rd  pe rc ei ve d a ne ed  fo r ad­
dit io nal ex pa ns io n in  th e  ir re g u la r a ir  c a rr ie r bu sine ss  an d it  pr od uc ed  O rd er  
E-97 44  perm it ti ng  th e sc he du ling  of  10 fl ight s a mon th  be tw ee n tw o po in ts . 
The  mo ve w as  b it te rl y  op po sed by  th e  sc he du le d carr ie rs , and  we will  sa y 
not hi ng  fu r th e r abou t th e  le gis la tive  and re gu la to ry  ba ck gr ou nd  her e be ca us e 
it  is  well  kn ow n to  you. On e bas is  of  th e  pro te st s,  ho wev er , w as  th a t w hi le  
ir re g u la r c a rr ie rs  w er e gi ve n th is  unpr ec ed en te d la ti tu d e  in  opera ti ng  sc he du le d 
fli gh ts,  th ey  w er e not  re qu ir ed  to  ob se rv e th e  sa m e sa fe ty  re gula tions th a t ap ­
pl ie d to  sc he du le d air li nes . Not  ev en  th e  su bs eq uen t ac tion of  th e  B oar d  in  
g ra n ti ng  ce rt if ic at es  of  co nv en ienc e an d ne ce ss ity  to  23 ca rr ie rs  pr od uc ed  an y 
ch an ge  in  th e  opera ti ng  re gu la tion s.  The B oa rd  has sa id  th a t th is  qu es tion  of  
sa fe ty  is fo r th e  F edera l A vi at io n Ag ency to  re so lve,  th a t it  co nc er ns  it se lf  on ly  
w ith  th e fi tn es s of  th e  c a rr ie r to  co nd uc t th e  oper at io ns it  pro jio ses .

D es pi te  th e  fa ta l cra sh  of  a  G en er al  A irw ay s D C-3  near K er rs vi ll e,  Te x. , in  
1959, an d th e cra sh  of  an  A rc ti c Pa ci fic C- 46  a t  To led o in  1960, th e  FA A has 
no t se en  fit to  ac t.  B ot h th es e ac ci de nts  po in te d up  th e ne ed  of  oix^ ra tio na l 
su pe rv is io n,  su ch  a s is ex er ci se d by  th e s ch ed ul ed  a ir lines .

Our  pu rp os e her e is  no t to  de m ea n th e  e xce ll en t sa fe ty  re co rd  of  m an y su pp le ­
m en ta l carr ie rs , be ca us e th ey  hav e a  ri g h t to  be  ju s tl y  pro ud of  th e ir  per fo rm ­
ance . How ev er , th e  co nd it io ns  th a t w er e pre se n t in th e af or em en tioned  ac ci ­
de nts  w er e of  th e  ty pe  th a t oper at io nal  su pe rv is io n wou ld el im in at e.  W e re fe r 
to  fl ag ra n t v io la tion of  p ilo t on -d ut y tim e lim itat io ns.  To  ta ke of fs  in  ze ro -zero 
co nd iti on s.  To  fl ig ht  be yo nd  th e  sa fe  lim it  of th e  p la ne’s fu el  ca pa ci ty . To  
pla nn ed  v is ual fl ig ht  in  kn ow n in st ru m en t co nd iti on s.  To  fl ight  in kn ow n ic in g 
co nd it io ns  th a t w er e unsa fe  fo r th e  ty pe  of  a ir c ra ft . To  fa il u re  to  des ig nat e 
su it ab le  a lt e rn a te s  fo r take of f an d fo r la nd in g.  To  m in im um  eq ui pm en t 
re qu ir em en ts .

Th e ir re g u la r ca rr ie rs  hav e be en  opera ti ng  in  th e  sa m e en vir onm en t as  th e  
sc he du led ca rr ie rs . Exc lu di ng  je ts , th ey  use  th e sa m e tyi»e a ir c ra ft , in to  th e 
sa m e a ir p o rt s  an d te rm in als , us in g th e  sa m e nav ig ati onal fa ci li ti es , under th e 
sa m e w eath er and o th er opera ti ng  cri te ri a , a s th e  sc he du le d lin es .

We be lie ve  th a t th e ir  oper at io ns sh ou ld  be  su bj ec t to  sa fe ty  re gula tions of  
th e sa m e st ri ng en cy  as th os e th a t ap pl y to  th e  sc he du le d air li nes , if  th ey  a re  
to  c om pe te  on  a s eq ua l a  foot in g as  p ro po se d by  th is  legi sl at io n.
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The impact of thi s pendin g legislation is somewha t ter rify ing  to our  members, 
whose job opp ortu nities are pres entl y stifled  by the  slow ra te  of grow th in the  
schedu led airl ines. However, if Congress sees fit to gr an t such power s to th e 
CAB, we resp ectf ully  recommend th at  Congress should likewise esta blis h a need 
for reas onab le equity in safety  regu lations  by bring ing the  level of operational 
control on the  su pp lem en ta l up to th at  of the schedu led air lines of the  Unite d 
States. Commonsense would so di ctate .

Tha nk you.

Mr. Williams. We also have a statement from Mr. Clarence It. 
Miles of the Chamber of Commerce of the United  States.

(The statement  re ferred to follows:)
Chamber of Commerce of the United States,

Washington, D.C., June 22,1961.
Hon. J ohn B ell William s,
Chairman, Subcommittee on Transportation and Aeronautics, Committee on 

Inter state  and Foreign Commerce, House of Representatives, Washington, 
D.C.

Dear Mr. Chairman : The Cham ber of Commerce of the Unite d Sta tes  sup­
por ts the  subs tance of II.R. 7318 which would provide for  the  cont inuance of a 
classific ation fo r certi ficated supp leme ntal ai r car rie rs.

It  is obvious th at  legis lation of more  per ma nen t na ture  is needed for  th e 
continued regulat ion of supplemental ai r car rie rs.

Without pro per  certifi cation, the  suppl emental ai r ca rri ers would be able 
to ope rate  in hel ter- ske lter  fashion, as the  m ark et dictates , in direct  compe tition 
wi th the  schedu led ai r ca rri ers  whic h ar e comm itted to the  res tric tio ns of th ei r 
certificates.  This inequity  to the  scheduled ai r carri ers could engender des truc ­
tive  “gray ar ea ” oper ation s in the  ai r ca rri er  ind ustry. Expe rience ha s shown 
th at  reg ulat ed for- hire  tra nsp ort ati on  ofte n is adve rsely  a ffected  by unr egu late d 
for -hir e competitive  tra nsp ort ation. I t is a known fact , fo r insta nce,  th at  
serio us problems have  developed in the  reg ula ted  moto r common ca rri er  system 
as the  res ult  of gra y-ar ea operations in the  moto r ca rri er  indu stry .

Fu rth er  just ific atio n for  the  need to reg ula te the  suppl emen tal ai r carri ers 
is the sub sta ntially large, and incre asing,  tot al ope rating revenues deriv ed from 
thi s kind of oper ation . Dur ing a 12-month period  ending  Jun e 30, 19G0, those 
suppl emental ai r ca rri ers reporti ng to the CAB had  tot al ope rating reven ues of 
almo st $81 million.  During the  previo us 12 months, these  carri ers had tota l 
ope rating revenues  of almos t $71 million. Thu s in 1 year their  tot al ope rati ng 
revenues  incr ease d by $10 million. If  the supplementals  were left to grow in 
a law-of-the-j ungle atmo sphere wit h thi s economic pote ntia l, the  res ult s most 
assuredly  would  prove des truc tive  in fu tu re  yea rs to the  regula ted  schedule d 
ai r car rier s.

I would app rec iate it  if you will  give these views cons ideration  and  make 
thi s le tte r a  p ar t of the record of the h ear ing s on H .R. 7318.

Cordially yours,
Clarence R. Miles, 

Manager, Legislative Department.
Mr. W illiams. The committee will s tand adjourned.
(Thereupon, at 11:50 a.m., a recess was taken subject to call.)

o
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